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149% INCREASE 


Our total net premium writings on Workmen’s 
Compensation for the first six months of 1934 
showed an increase of 149% over the same pe- 
riod in 1933. 


We are convinced that a most potent reason 
for the constantly increasing tide of business 
toward us is because corporations and indivi- 
duals are giving more careful scrutiny to the 
management and financial strength of their in- 
surance carriers. 
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A NON-ASSESSABLE 
MUTUAL POLICY 


Atlantic Mutual poli- 
cies are non-assessable, 
as provided by the 
Company's Charter. @ 
Profits are shared with 
policyholders in the 
form of dividends. @ 
These dividends are 
paid without regard to 
the loss experience on 
any individual policy, 
or any class of policies. 


FULL 
COMMISSION 
PAID TO 
BROKERS 






















Dividends Paid 78 
Years — Present 
Cash Rate 15%, 
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INLAND — OCEAN — YACHTS 


Brokers Receive Full Co-operation 
Write for Particulars 


ATLANTIC MUTUAL 
INSURANCE COMPANY 


Chartered 1842 


175 West Jackson Blvd., Chicago, Ill. 
Home Office: 49-51 Wall Street (Atlantic Bldg.) N. Y. 
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NY successful institution is built on con- 
fidence or its twin brother, good-will. An 
insurance company sells protection, an intangible 
F element, yet must ask a yearly premium pay- 
ment from its policyholders. Difficult indeed to 








1929 
Premiums 3,252,139.68 
Policyholders 57,622 





CONFIDENCE 


Confidence at Stevens Point 


HARDWARE MUTUAL CASUALTY COMPANY 


Home Office: Stevens Point, Wisconsin 





find any business where confidence bulks so big. 

Confidence has a vital effect on every activity 
of any insurance company. Its most obvious 
manifestations probably are in increases in busi- 
ness and in the acquisition of new policyholders. 
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THIS MONTH 


THOSE of our readers who find 
pleasure in technical matters will espe- 
cially like this issue, with its analytical 
consideration of a ''Proposed Uniform 
Automobile Insurance Policy," by Cas- 
ualty Commissioner Pope of Texas and 
R. G. Rowe of Chicago. ® Further, on 
the technical side, is a paper on 
"Qualifying Bonds and Deposits'’ by 
Clarence W. Hobbs, Special Rep- 
resentative of the National Convention 
of Insurance Commissioners on the Na- 
tional Council on Workmen's Compen- 
sation Insurance. ® Quite a load this, 
of many regimented facts and figures, 
but very timely. © Governor McNutt 
of Indiana puts some of his notable 
eloquence in his comments on Social 
Insurance. ® Miscellaneous matters 
are dealt with in popular style, in the 
pages devoted to notes. 


NEXT MONTH 


Look for the concluding installment 
of the article on ''Mutual Insurance on 
Public Property" in the October num- 
ber. ® Also more about the Savannah 
Convention of the Mutuals ® and a 
grist of interesting general comment ® 
and some of the very best of the Bunk 
of the Month series. 
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R. E. O'MALLEY 


Superintendent of Insurance 
State of Missouri 


SUPERINTENDENT O'MALLEY was appointed in July, 1933, and has estab- 
lished a reputation for open-mindedness in his administration. While of 
conservative type of mind, he is forward-looking as to needed changes in laws 
and procedure, and has recently announced his advocacy of a revision of the 
Missouri code. His experience takes in both commercial and insurance 
backgrounds. 
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AVING a moment of leisure and being some- 
what at peace with the world on a late summer 
afternoon, we idly turn the page of an insurance 

publication and find there chronicled the news that Mr. 
C. W. Pierce, Vice President of the America Fore 
Group of Fire Companies is to make a speech at the 
coming convention of stock insurance agents at Grand 
Rapids, Michigan. 

On second thought, this really 
should not be classified “news,” 
since Mr. Pierce is always making a 
speech somewhere, or writing a 
pamphlet, or engaging in some kin- 
dred enterprise to enlighten the pub- 
lic about insurance matters. This 
much must be said of him, that in all 
of his utterances about the mutuals he 
has evidenced an admirable restraint 
as to form of presentation and a note 
of sincerity not shown by others of his stock brethren 
who mount the rostrum or break into print to “warn 
the world” against the mutual form of insurance. 


It is on “mutual competition” that he is slated to 
talk at Grand Rapids. The necessity to do this may be 
a burden to him because of the difficulty of making an 
attractive new arrangement of old and somewhat worn 
material. He has not asked for our advice nor solicited 
our assistance. Doubtless he would not thank us for 
offering aid. But we are in a helpful mood at the 
moment. We have all the needed matter at hand. It will 
be no trouble at all to write a speech for Mr. Pierce. 
He may use it or not, as he likes. Just to add a bit of 
novelty, to put a little zip into the convention, we are 
introducing a new method into speech making—that is, 
adopting the device used in the play “Strange Interlude” 
whereby that which the speaker says and that which 
he really thinks are displayed in convenient juxtaposition. 

The material set in regular style type below is founded 
on former utterances of Mr. Pierce, and thus, in sub- 
stance, if not in actual wording, is representative of 
his ideas. The portions in smaller type are founded on 
what all well-read insurance men of practical experience 
must know by this time, and we certainly wish to pay 
Mr. Pierce the compliment of being extremely well 
read and very practical. 


@ A “STRANGE INTERLUDE” 
@ INTERPRETATION OF 


A SPEECH FOR 
MR. PIERCE 
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So here is the proposed speech; perhaps he can 
garner a few pearls from it. 


ADIES and Gentlemen: We must remember that, 
whether we are company men or agents, we are 
all members of one Great Fraternity when it comes to 
the question of mutual competition. We may well con- 
gratulate ourselves on being connected with stock com- 
panies, which handle 85% of all the fire insurance 
business in the United States. This fact alone tells the 
story of the public’s confidence in the soundness and 
superiority of the stock idea. We would not consider 
it necessary to speak of mutual competition at all were 
it not for the philanthropic duty we owe to the benighted 

5% who have been led astray. 

Every time we use that 85% figure we get cold feet, but it 
sounds good and we generally get away with it. The fact is 
that no one has any idea of what the exact proportion is. There 
is a great big hole in the statement, because it is a more or 
less wild guess at comparative gross premium volume, whereas 
the fair way to look at the matter is on the basis of value of 
property covered. With a little study, anyone with half a mind 
for mathematics could see that the mutuals have a far iarger 
slice of the business than 15%, and their share is growing all 
the time. That is what is so disturbing. Even on the basis 
of premium income, the mutuals continue to gain in the pro- 
portion of coverage they handle. We wish the public actually 
did believe in the stock idea to the extent of 85%. We don’t 
like to have it known that an immense number of our policies 
are on small homes and business buildings, put there by the 
demand of money-loaning agencies who are also insurance 
agents. This for the obvious purpose of getting a commission 
regardless of the owners’ preferences as to companies. When 
insurance is studied as 
a science and not as a 
matter of personal favor. 
the biggest and most 
desirable properties con- 
stantly go to the mutuals. 

Allow me to say at 
the outset that in all 
great divisions of 
business there are 
individual units which 
are conservative and 
properly managed in 
spite of the many pitfalls into which others less expertly 
or efficiently supervised may easily be lost. Mutual 
insurance is no exception to this rule. 

This is just a clever way of avoiding criticism from people 
who know for certain that the mutuals they have dealt with 
for years are sound. ; Between us girls, the best of the mutuals 
are right on a par with the best of the stocks. We have talked 
as if a good mutual was an exception. Well, as to that, they 
are practically all exceptions to such a rule. Their history of 
success runs back for 180 years. The mutuals have a disturbing 
way of quoting figures on this, and it must be admitted that 
there are plenty of mutual companies of unquestioned high 
standing with whom it is eminently safe to do business. 


eee 

MUTUAL company has no stockholders, and 
therefore has no capital stock investment behind 
it. The policyholders furnish the money necessary to 
its operation. All the financial risks of a complicated 
and hazardous business are assumed in their entirety 
by its members—the policyholders, who, by the accept- 
ance of a contract, enter the insurance business. Prac- 
tically every mutual policy carried a provision for a 
substantial assessment in addition to the normal premium 
paid should additional funds be required to meet deficits 
occasioned by possible mismanagement, unusual losses— 
due to conflagrations—, liability claims, or other insured 

capacities. 
All of the stock insurance fellows who know their stuff get 


a laugh out of the way a certain section of the public swallows 
the statement about assets being provided by _ stockholders. 
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Of course, the Vice President of the 
America Fore Group naturally must know 
something about the financial set-up of 
his companies, and can be excused for 
chuckling a bit over the record in this 
respect of our largest unit, the Continental 
Insurance Company of New York. Latest 
figures show this company has total assets 
of $82,765,000. And did the stockholders 
contribute much of this? Well, hardly— 
for they have paid in only two million 
dollars since the foundation of the com- 
pany in 1853. But the policyholders have 
evidently contributed plenty as is indicated 
by the fact that the company has declared 
stock dividends amounting to over thirteen 
million dollars. Best’s Insurance Report 
says, “Dividends—have been paid con- 
tinuously since organization. For some 
vears previous to 1903 when it paid 30%. 
the rate was 25% per annum. In 1904 
and 1905 it paid 36%; in 1906, 1907 and 
1908—45%: in 1909—55%. In 1910 it 
paid $750,000 cash dividends and a special 
stock dividend of $1,000,000. The rate 
each year from 1911 to 1915 inclusive was 
50%. In 1916 it paid in January a cash 
dividend of 25% on $2,000,000 capitaliza- 
tion and in July 5% on $10,000,000 capital- 
ization: also a special stock dividend of 
$7,000,000: 1917, 12%, 1918, 14%: 1919, 
20% ; 1920 and 1921, 20% ; 1922, 22% ; 1923 
to 1926 inclusive, 24%: 1927, 50% stock 
and 24% cash on $10,000,000 capital; 1928 
and 1929, 20%, 1930 and 1931, 24% : 1932, 
12% first half on $10 par stock and 24% 
last half on $2.50 par stock; 1933, 48%.” 

All of which gives vou a picture of how 
the stockholders in an insurance company 
do not hold the bag for losses but do hold 
the bag to receive dividends supplied by 
policyholders’ funds. Stockholders in an 
insurance company are no more liable for 
the company’s debts than in anv other 
kind of a cornoration. and this means that 
when they have paid for their stock they 
are through paying even if the company 
goes bad. Who ever heard of an insur- 
ance company stockholder rushing to the 
rescue with ready cash when policyholders 
were clamoring to have their claims paid. 
There are, it is true. a few cases when 
additional monev has been put up for the 
purpose of protecting the original invest- 
ment. if there was a chance of so doinc. 
In the usual failure. however, claimants 
have to be content with what they can 
get out of the salvage. if any. 

There is a lot of humor, too. in the 
efforts to kick the mutuals in the shins 
by savine that all the financial risks of a 
comnlicated and hazardous bus‘ness are 
assumed in their entirety by mutual mem- 
hers, hut we must cet on with the speech, 
and will mention this matter a little later 
in the discussion. 

When all well, a mutual 
policvholder may receive a dividend. 
He is most certainly entitled to a 
small saving to compensate him in 
part for the risks and the liabilities of 
the business in which he has become 
a partner. Ouite unlike ill-fitting shoes 
or shirts which may be discarded and 
forgotten, an ill-fitting fire or casualty 
contract may throw an individual or a 
business concern into bankruptcy in 
the event of loss or claim. 

It certainly would put us in an em 
harrassine position to be called on to 
point to anv real instance when a mutual 
policvholder has heen held liable as a part- 
ner. There aren't anv such. But we con 
tinue to fool them by mentioning old leeal 
opinions that have nothing to do with 

(Continued on Page 29) 
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NOTES ABOUT 
the 


INSURANCE WORLD 


Running Comment on What Is In the Magazines 
and the Mail That Comes to the Desk of the Editor. 


Investigation Of Insurance 

THERE ARE A NUMBER OF RUMORS 
IN CIRCULATION THAT THE OPERA- 
tions of insurance companies will be 
investigated by the United States 
Senate Banking Committee. Although 
nothing definite has been released, it 
is expected that the proposed investi- 
gation will not be confined to any one 
class of insurance, but that it will 
embrace all branches and all types in 
each branch. 

e® @ @ 


Advocate New Insurance 


Code For Missouri 


SUPERINTENDENT OF INSURANCE R. 
EMMETT 0’MALLEY OF MISSOURI HAS 
advocated complete revision of the 
Missouri Insurance Code in the Sixty- 
fifth Annual Report of the Depart- 
ment of Insurance which has been 
transmitted to the Governor. The 
principal purpose of such revision 
would be to include adequate and ef- 
fective provision against “operations 
of numerous parasitical companies 





foisting themselves upon the public 
as life insurance companies.” 

According to the Superintendent, 
the state insurance code represents ex- 
cessive enactments of the legislature 
in which the meaning of some pro- 
visions have been obscured, other sec- 
tions repealed, and the entire code 
made ambiguous so far as interpreta- 
tion is concerned. “Some of the pro- 
visions,” he said, “were enacted as 
early as 1869.” 


Canadian Commissioners 


Program 
A VERY INTERESTING PROGRAM WAS 
IN PROGRESS, AS THIS ISSUE WAS 
being mailed, at the Seventeenth An- 
nual Conference of the Association 
of Superintendents of Insurance of 
the Provinces of Canada to be held 
at the Admiral Beatty Hotel in St. 

John, New Brunswick. 


The convention opened Tuesday 
afternoon, September 11th with the 
address of the association president, 











R. P. Hartley, K.C., Deputy Attorney 
General of New Brunswick. Next 
came addresses of welcome, followed 
by the annual report of the secretary, 
R. Leighton Foster, K.C., Superin- 
tendent of Ontario. Commissioner 
Howard P. Dunham of Connecticut 
delivered an address in which he 
spoke as the representative of the 
National Convention of Insurance 
Commissioners. 


Presentation of committee reports 
took up the remainder of the after- 
noon, dealing with life insurance 
legislation, fire insurance legislation, 
automobile insurance legislation, au- 
tomobile insurance standard forms, 
credit and free insurance evils, valua- 
tion of securities, annual statement 
blanks and uniform definitions other 
than life. Following the opening ses- 
sion, the remaining days were devoted 
primarily to consideration of com- 
mittee reports. 


e® @ @ 
Lewis Stout Dies 
LEWIS STOUT, PRESIDENT OF THE 


INSURANCE FEDERATION OF OHIO DIED 
suddenly of heart disease on August 
27th. 

Mr. Stout became associated with 
the Columbus Mutual Life Insurance 
Company in 1923 and at the time of 
his death had risen to the position of 
vice-president and counsel. 

He was a vigorous advocate of 
closer cooperation among the- various 
insurance groups and much of his 
life’s effort was devoted to that end. 

A successor to the late president 
has not yet been chosen but a meet- 
ing of the executive committee has 
been announced for that purpose. 


Wisconsin Unemployment 


Insurance Begins Operations 

BASED ON TWO PER CENT OF THE 
ESTIMATED JULY PAY ROLLS, WHICH 
amount to about $25,000,000, reserve 
funds for the first month of the op- 
eration of the new Wisconsin unem- 
ployment insurance act will likely 
reach $500,000. About half of the 
employers have set aside $338,000 in 
reserve, and an additional $40,000 
was sent to the State Treasurer by the 
State Industrial Commissioner, the 
State Industrial Commission for In- 
vestment by the State Annuity and 
Investment Board in government 
securities, 

Because Wisconsin is pioneering 
in unemployment insurance the Indus 
strial Commission has proceeded care- 
fully to study each phase of the situa 
tion before attempting systemization. 
It is estimated that one-third of all 
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employers have elected to come under 
the Compulsory Plan, the remaining 
two-thirds are putting into effect vol- 
untary plans. The two per cent levy, 
starting with July pay rolls this year, 
will be continued until a total of $75 
has been set aside as an employment 
reserve for each employee. Premiums 
will then cease until funds fall below 
that sum. No benefits become pay- 
able until July 1935. 








CASUALITY 
NEWS « « 


Auto Rates Higher In 
Massachusetts 


THE RATES FOR 1935 ON COMPUL- 
SORY AUTOMOBILE LIABILITY INSUR- 
ance in Massachusetts, as announced 
by Commissioner of Insurance Mer- 
ton L. Brown, will be slightly higher 
than those for the preceding year. 
Rates in Boston are somewhat re- 
duced but increases in other parts of 
the state will more than compensate 
for such reduction. 

Next year there will be twenty-one 
rating territories as against twenty 
this year. Rates on commercial 
vehicles show comparatively little 
change. 

It will be observed that the pleasure 
cars are grouped again at W, X and 
Y, the W and X cars carrying the 
same rate. In the cities of Springfield 
and Worcester there have been in- 
creases of $3.00 on the W and X cars 
while in the towns around Spring- 
field there has been a reduction of 
about $4.00. Fall River shows a re- 
duction of $3.00 on the Y cars. 

The rates are announced subject to 
modification following a hearing. The 
hearing is required by law, although 
it is unlikely that the rates and classi- 
fications will be altered unless in some 
minor respect. 


Raise Riot Rates On 
Textile Risks 


ALL RIOT AND CIVIL COMMOTION IN- 
SURANCE WRITTEN ON TEXTILE RISKS 
after midnight, August 31, were at 
treble the manual rates, because of a 
decision reached by the executive 
committee of the Explosion Confer- 
ence on August 28. Increased rates 
will be in effect until further notice 
and apply to mill villages and all 
other property in connection with tex- 
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tile plants engaged in the cotton, 
woolen, silk, and rayon industries. 

Trebled rates, or estimates, as they 
are termed by the Explosion Confer- 
ence, will not apply to existing cover- 
age or policies written at normal 
rates, which come up for renewal dur- 
ing the time the increase is now in 
effect. Policies issued at treble esti- 
mates are not subject to reduction to 
normal rates for any cause, under 
Explosion Conference rules, or before 
the end of a period at least ninety 
days from the inception date of the 
policy, nor at less than the short time 
rate of trebled estimates. 

W. F. Roembky, manager of the 
Conference, said that the organization 
has been watching the labor troubles 
in the textile industry for some time. 
The companies did not wish to boost 
rates unless underwriting necessity 
made it apparent that higher rates 
were justified, but when the general 
strike in the cotton textile field was 
called for September 1, underwriters 
felt they could not write the business 
at normal rates after that date. 

ee @ 


Reject Offer For Stock Of 
National Surety 


JUSTICE LOUIS A, VALENTE IN THE 
SUPREME COURT ORDERED SUPERIN- 
tendent of Insurance George S. Van 
Schaick not to accept the $6,000,000 
offer of the Haystone Securities Cor- 
poration for the 100,000 shares of 
the stock of the National Surety Cor- 
poration on August 20th. The Court 
did not dismiss the matter, however, 
but left it open for higher offers, 
either from the Haystone Securities 
Corporation or from other bidders. 

The matter has been before the 
court for some time and has been the 
subject of several hearings. The 
Haystone Securities Corporation’s 
offer of $6,000,000 cash was made to 
Superintendent Van Schaick on July 
2nd and was submitted by him to the 
court without recommendations. He 
considered the offer too low to war- 
rant recommendation that it be ac- 
cepted, and yet he felt obligated to 
lay it before the court. 

Justice McGeehan, to whom the 
offer was first submitted by Superin- 
tendent Van Schaick, authorized Pat- 
rick J. Hangley, an experienced in- 
surance man, to employ a certified 
public accountant and an appraiser 
for the real estate and on their reports 
Mr. Hangley fixed the value of the 
stock at $8,749,940. Alfred M. Best, 
president of Alfred M. Best Com 
pany, Inc., called as an expert at one 
of the hearings, placed the value at 
$6,502,927. Walter F. Smith, a cer- 











8 


tified public accountant, placed the 
value of the stock, as of April 30th, 
1934, at $7,260,275. 

All the stock of the National Surety 
Corporation is held by Superintendent 
Van Schaick as trustee for the credi- 
tors of the old National Surety Com- 
pany which was taken over for re- 
habilitation in April 1933 and was 
later placed in liquidation. The stock 
is pledged to the Reconstruction 
Finance Corporation as security for 
a loan which it made to the National 
Surety Company. 


Increase Maryland Casualty 
Capital 


IN AN EFFORT TO STRENGTHEN FUR- 
THER THE POSITION OF THE MARY- 
land Casualty, a plan of reorganiza- 
tion with the help of the Reconstruc- 
tion Finance Corporation was to be 
submitted to a special meeting of 
stockholders on August 29th. 


To accomplish the recapitalization, 
the present outstanding convertible 
preferred shares was to be reduced in 
value from $2.00 par to $1.00, and a 
sum of $1,000,000 transferred from 
capital to surplus. Thereupon these 
shares were to be reclassified as Series 
B Convertible Preferred, and a new 
class of shares authorized, known as 
First Convertible Preferred, Series 
A. Of an issue of $1,250,000 shares 
of $1.00 par value to be authorized, 
the Reconstruction Finance Corpora- 
tion will buy $1,000,000 at a price of 
$10.00 a share. 

Upon completion of this financing, 
the Reconstruction Finance Corpora- 
tion will hold $17,500,000 of capital 
in the Maryland Casualty Company, 
having previously bought $7,500,000 
of First Convertible Preferred last 
April. In addition, the government 
agency has advanced to a group of 
mortgage companies, whose bonds are 
secured by mortgages guaranteed by 
the Maryland Casualty Company, ap- 
proximately $11,500,000. 


Drive For Highway Safety 


WHAT IS EXPECTED TO BE THE MOST 
COMPREHENSIVE PROGRAM ON STREET 
and highway safety undertaken in this 
country is being initiated by gover- 
nors of most of the states with the 
endorsement and support of Presi- 
dent Roosevelt and Secretary of 
Commerce Roper, Chairman of the 
National Conference on Street and 
Highway Safety. 


Proclamations by the governors of 
forty-five states were issued a few 
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days prior to the end of August and 
they call upon the public officials, 
state and local governments, civic 
organizations, schools, churches and 
all drivers and pedestrians to do 
everything possible to make Septem- 
ber a demonstration month that many 
automobile accidents are unnecessary. 
sy issuance of the messages a few 
days before the end of August the 
public’s attention was directed to the 
seriousness of the automobile acci- 
dent situation just before the three- 
day holiday. The only states not 
participating are Maine, Louisiana 
and Oklahoma. 

The need for such a campaign is 
emphasized by the estimate that the 
nation’s accident casualty list from 
automobiles this year is definitely on 
the increase. The final figure will 
probably be in the neighborhood of 
36,000 dead and more than a million 
injured. The record to date is 20% 
higher than for the last year and the 
closing months of the year in the past 
have always increased the percentage. 


New Jersey Auto Financial 
Responsibility Decision 


THE SUPREME COURT OF NEW JER- 
SEY IN A RECENT OPINION CLARIFIED 
the state Financial Responsibility 
Law of 1929. The New Jersev law 
provides that the Commissioner of 
Motor Vehicles shall require proof of 
financial responsibility from persons 
who have been concerned in an acci- 
dent resulting in property damage of 
$100 or more. The assured had been 
in such an accident. Without being 
ordered to do so by the Commissioner 
of Motor Vehicles, the assured pro- 
cured a policy from the Metropolitan 
Casualty Insurance Company en- 
dorsed as required by the Financial 
Responsibility Law, one provision 
reading as follows: 

“(a) The liability of the company 
under this policy shall become abso- 
lute whenever loss or damage covered 
by this policy occurs, and the satis- 
faction by the assured of a final judg- 
ment for such loss or damage shall 
not be a condition precedent to the 
right or duty of the company to make 
payment on account of such loss or 
damage. Upon the recovery of a 
final judgment against the assured for 
anv such loss or damage the judgment 
creditor shall be entitled to have the 
insurance provided by this endorse- 
ment applied to the satisfaction of the 
judgment.” 

Subsequently, a party injured bv 
the assured recovered a $500 judg- 
ment against him for personal in- 
juries. The judgment was affirmed 
by the Supreme Court. The injured 
party sued the insurance companv 
without attempting to collect the 





judgment from the assured by lega’ 
process. The insurance company de- 
fended on the ground that endorse- 
ment of the policy to conform to the 
New Jersey Financial Responsibility 
Law was of no effect because the 
Commissioner of Motor Vehicles had 
not demanded of the assured that he 
secure a policy so endorsed. The in- 
surance company’s defense was held 
to be not good. The opinion of the 
Supreme Court reads, in part: 


“It is urged that the suit was pre- 
mature; that the action would only 
lie upon proof of the insolvency of 
the assured, which could only be 
established by return of an unsatis- 
fied execution as required by Chapter 
153 of the Laws of 1924. * * * The 
answer to the first contention is de- 
dendent upon the efficacy of the pro- 
visions of the policy, which incor- 
porated the obligatory parts of the 
act of 1929, and our conclusion is that 
the policy was in that respect valid. 

“It is urged that because the policy 
was not issued at the demand of the 
Commissioner of Motor Vehicles, it 
therefore had no legal status. We do 
not agree with this proposition. It is 
true the act directs that the Commis- 
sioner shall require proof of responsi- 
bility in such cases, but it does not 
make such action a condition prece- 
dent to the validity of insurance cf- 
fected in accordance with the terms. 
The insured, being in the class re- 
quiring such proof, was not obliged 
to wait until the Commissioner of 
Motor Vehicles should act before 
complvine with the terms of the act 
by establishing through insurance the 
proof of responsibility which the law 
required. It was likewise optional 
with the company to assume such 
liability, but if it did so it could not 
escape the responsibility thus under- 
taken.” 

eee 


Revise N. Y. Auto Manual 


THE NATIONAL AUTOMOBILE 
UNDERWRITERS’ ASSOCIATION HAS 
amended its New York State Manual 
to permit the issuance of a 214% 
monthly reduction valued form of 
policy covering fire and theft. In the 
bulletin announcing the change the 
Association said: 


“Page 131 of the manual for New 
York State contains the following: 

“*The writing of the valued form 
of policy or valued monthly reduction 
form of policy is prohibited.’ 

“While this manual has heen filed 
and accepted by the Insurance Depart- 
ment, subsequent thereto the depart- 
ment has suggested to companies 
which have such filings in the past 
that they might continue to use the 
valued monthly reduction form—not 
the full amount valued form of pol- 
icy itself—pending a review of the 
entire subject. Please note there- 
fore that until further notice the rule 
above referred to is revised to read: 

“‘The writing of the valued form 
of policy is prohibited, but where the 
manual rates as shown in the manual 
for the stated amount are charged the 
following valued form of monthly 














reduction clause may be used without 
* additional charge 

“*Two and one-half per cent 
Monthly Reduction Clause (Valued 
Form). 

“(Fire and transportation and (or) 
theft coverages). 

“In consideration of the premium 
at which this policy is written, the 
automobile insured hereunder is 
valued at the amount insured, subject 
to the following conditions: 

“Tt is agreed that the liability of 
this company for loss or damage by 
fire and transportation and (or) theft 
coverages shall, in no event, exceed 
the following percentages of the orig- 
inal amount of insurance as herein 
stated : 

“*For the first month succeeding the 
date of issue, 100 per cent of original 
amount. 

“‘For the second month succeeding 
the date of issue, 97% per cent of orig- 
inal amount. 

“‘Ror the third month succeeding 
the date of issue, 95 per cent of origi- 
nal amount. 

“‘Ror the fourth month succeeding 
the date of issue, 924% per cent of 
original amount. 

“‘For the fifth month succeeding 
the date of issue, 90 per cent of origi- 
nal amount. 

“‘FRor the sixth month succeeding 
the date of issue, 87% per cent of 
original amount. 

“For the seventh month succeeding 
the date of issue, 85 per cent of origi- 
nal amount. 

“‘FRor the eighth month succeeding 
the date of issue, 82%4 per cent of 
original amount. 

“Ror the ninth month succeeding 
the date of issue, 80 per cent of origi- 
nal amount. 

“Ror the tenth month succeedin 
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the date of issue, 7714 per cent of 
original amount. 

“*Ror the eleventh month succeed- 
ing the date of issue, 75 per cent of 
original amount. 

“For the twelfth month succeeding 
the date of issue, 75 per cent of origi- 
nal amount.’ ” 

The bulletin also gives the form for 
attaching the clause to the policy, and 
then continues: 

“Inasmuch as the New York Insur- 
ance Department’s pe rmission as above 
referred to is applicable throughout 
the entire State of New York, this 
valued monthly reduction clause may 
be so used pending further advices.” 


Publish Report On Silicosis 
Symposium 


AN UNOFFICIAL TRANSCRIPT OF THE 
SILICOSIS SYMPOSIUM HELD IN CON- 
nection with the Trudeau School of 
Tuberculosis at Saranac Lake in June 
of this year has been prepared by 
B. E. Kuechle of the Employers Mu- 
tual of Wausau. It contains an ac- 
curate summary of the various papers 
which were presented at that con- 
ference, analyzing the silicosis hazard 
from all possible angles. Those who 
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have long wished for a concise digest 
of the medical aspects of silicosis will 
find this work excellent for the pur- 
pose. It may serve to reassure some 
who have been unduly frightened at 
the loss possibilities which this occu- 
pational disease presents. 

The book is being sold at a price of 
$10.00 per copy, all proceeds being 
turned over to Dr. LeRoy U. Gard- 
ner, Director of the Saranac Labora- 
tory for use in his research. Anyone 
who wishes to order a copy may do 
so either through Dr. Gardner at 
Saranac Lake or through Mr. 
Kuechle. 


FIRE 
NEWS 


Fire Prevention Week 
Oct. 7-13, 1934 


EACH YEAR, IN THE INTEREST OF 
THE PROSPERITY AND WELL-BEING OF 
the citizens of the United States, the 
President proclaims a National Fire 
Prevention Week. This year Presi- 
dent Roosevelt will designate the 
week of October 7. All citizens will 
be called upon to practice fire preven- 
tion so as to reduce the nation’s fire 
waste. To assist in the movement 
a bulletin has been prepared sug- 
gesting numerous activities that may 
be carried on by commercial organiza- 
tions, trade associations and in- 
dividuals, 

The fire losses of 1933 were the 
lowest in years, and so far the 1934 
losses are lower than in 1933, How- 
ever, if 1934 is to be a record year, 
extraordinary vigilance will have to 
be exercised because the serious 
drought this summer has increased 
the fire hazard in many sections of 
the country. While the reduction that 


‘has been made in the fire loss of the 


country is encouraging, we still have 
to admit that America’s fire loss con- 
tinues the greatest in the world. This 
fact emphasizes the need for intensive 
nation-wide efforts, and as there is no 
better time than Fire Prevention 
Week to bring about an understand- 
ing of fire prevention measures on the 
part of the public generally, it is 
hoped that all agencies that can con- 
tribute to that end will cooperate. 

If the public can be made to realize 
the individual and community losses 
that are caused by fire, people will 
hasten to practice the simple precau- 





tionary measures that are advocated 


to protect life and property. When it 
is considered that more than 50 per 
cent of fires of known origin are 
wholly preventable and the remainder 
are particially preventable, it seems 
certain that concerted, sustained and 
well-directed efforts would bring 
valuable results. 


Marine Policy Ruling 


SUPERINTENDENT OF INSURANCE 
WARNER OF OHIO HAS RULED THAT 
the contents of the Cincinnati Insti- 
tute of Fine Arts are not a proper 
subject for marine insurance, unless 
such contents are actually in the 
course of transportation. This ruling 
is the result of a protest made by the 
Cincinnati agents to the Commissioner 
when the contents of the Institute 
were written under a marine cover 
through Johnson & Higgins at a rate 
said to be less than the fire contents 
rate. 

In coming to his conclusion, Su- 
perintendent Warner was guided en- 
tirely by the powers of the com- 
panies as defined in the Ohio statutes. 
After quoting the statute, he says: 

“From this, it will readily be seen 
that all kinds of insurance may be 
made on property such as constitutes 
the contents in question, while such 
property is in the course of transporta- 
tion. It is argued that some of the 
exhibits are frequently displayed in 
various other cities, and consequently, 
come within the scope of the “course 
of transportation” phase of this 
statute. However, we _ cannot recon- 
cile such interpretation with the 
wording of this statute, as, undoubt- 
edly, occasional transportation of 
various exhibits for the purpose above 
mentioned, or for any other purpose, 
does not qualify the whole exhibit as 
being * ‘in the course of transporta- 
tion.” Any portion transported be- 
comes during the period of transporta- 
tion a proper subject for marine in- 
surance, but when it is returned to 
its permanent location it no longer 
retains this classification.” 


Insurance Student Prizes 


TOGETHER WITH A PERSONAL LET- 
TER OF COMMENDATION FROM PRESI- 
dent William R. Hedge, prizes aggre- 
gating $100 were sent by the Boston 
Insurance Company recently to stu- 
dents in the fire insurance courses 
conducted by the Insurance Library 
Association of Boston, who attained 
the highest marks in the examinations 
of the Insurance Institute of America 
last spring. 

First prize of $50, awarded an- 
nually to the student completing the 
three-year course in fire insurance 
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with the highest average mark for the 
three years, was this year won by 
George M. Andrew of the Fitchburg 
Mutual Fire Insurance Company. 


Mr. Andrew has been with the 
Fitchburg Mutual Fire Insurance 
Company for a little over seven 
years. He was in competition, in the 
three years, with an average class of 
about fifty. 

ee @ @ 


Rural Fire Prevention 


DAVID J. PRICE, ENGINEER IN 
CHARGE OF THE CHEMICAL ENGINEER- 
ing division of the Bureau of Chemis- 
try & Soils of the United States De- 
partment of Agriculture, outlined a 
program of farm and rural fire pre- 
vention in an address which he 
recently delivered at Lancaster, 
Pennsylvania. His proposed program 
is given in full: 


With the realization that the pre- 
vention of farm and rural fire losses 
lies very largely in the application of 
known methods of prevention, and 
recognizing the value of proper educa- 
tional work, not only among chil- 
dren but in the community at large, 
it is in order at this meeting to pro- 
pose a program of farm fire preven- 
tion. 


Of course, it is to be expected that 
every rural community fire-prevention 
program requires proper organization. 
There should be an active all-year- 
round fire prevention committee in 
every rural community in the United 
States. It might be well perhaps, in 
many instances, to have one in each 
township, with representatives from 
each school district. On these fire 
prevention committees various rural 
interests could be included, such as the 
farmer, the 4-H Clubs, the clergy, 
rural educators, agricultural organiza- 
tion leaders, rural press, women’s 
groups, and others. The exact per- 
sonnel and size of the committee will 
depend upon the actual community 
conditions in each unit. 


Let us assume that rural community 
activities will be so arranged as to 
include a project on farm fire preven- 
tion. What kind of program should 
be mapped out? What practical serv- 
ice can be performed? What proced- 
ure should be followed? 

It will be seen at once that two main 
functions must be set in motion. The 
first could well have to do with educa- 
tion, while the second could deal 
with protection. 

Let us consider first the matter of 
rural community fire prevention 
education. 


1. The purpose of this undertaking 
would be to educate the entire com- 
munity in fire prevention. All phases 
of the subject could well be included 
—from fire prevention and control, 
protection from lightning and proper 
building construction, to the simplest 
common hazards found on the farm. 

2. The local organizations could 
take an inventory of existing condi- 
tions in the community, in order to 
become thoroughly familiar with 
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them. A ready way of accomplishing 
this would be by the use of home fire 
inspection blanks which are now 
available and could be distributed to 
the rural school pupils, filled in by 
them covering their own homes, and 
returned to the school or the club. 
All buildings not reported in this man- 
ner could be inspected through a club 
agency. These should more especially 
include rural schools, churches, pub- 
lic halls, and similar meeting places. 


It is now more fully recognized 
than ever before that training for 
health, safety, and c'tizenship is a fun- 
damental objective of education. 
Elaborate courses of study have been 
developed, especially in city school 
systems, with public safety and the 
prevention of accidents as the chief 
goals. In these courses a place is 
sometimes given to the problem of 
fire hazards and their elimination but 
the actual instruction too often has 
been limited to school fire drills, per- 
functory class exercises, and the occa- 
sional observance of special days. 

We are now beginning to recognize 
that if instruction in the reduction of 
fires on farms and in rural communi- 
ties is to become effective, a more in- 
tensive program of training will have 
to be instituted. This program must 
begin in the lower grades with simple 
stories and dramatizations having to 
do with the dangers connected with 
the use of matches, flammable liquids, 
kitchen stoves, heating appliances, etc. 
In the upper grades more advanced 
studies can be made relative to the 
causes of farm fires and their preven- 
tion; comparisons with respect to fire 
losses can be made between one com- 
munity and another, one county and 
another, and perhaps one state and an- 
other; community surveys can be con- 
ducted with a view to the discovery 
of fire hazards in the home and their 
elimination. This program of studies 
should provide for all kinds of activi- 
ties which would enable the farm boy 
or girl to practice the habit of, and 
develop a consciousness of fire pre- 
vention. 


Insurance Law Section Of 
American Bar Association 


Largely Attended 


A anticipated, the 1934 annual 
meeting of the American Bar 
Association held at Milwaukee on Au- 
gust 27th to 30th was largely attended 
and developed exceptional interest in 
the various sessions. 

3y far the largest group was the 
Insurance Law Section which now 
numbers well over 1200, having been 
added to greatly since last year. So 
many were present at its meeting that 
the Milwaukee Auditorium had to be 
provided to accommodate the crowd. 

Commissioner H. J. Mortensen of 
the Wisconsin Department gave the 
address of welcome, and the program 
which followed was of a character to 
command attention. 


Two of the addresses are repro- 





duced on other pages, one by Casualty 
Insurance Commissioner Walter S. 
Pope of Texas, on the “Proposed 
Uniform Automobile Policv” and an- 
other on “Deposit Legislation” by 
Clarence I. Hobbs, former Insurance 
Commissioner of Massachusetts and 
now Special Representative of the 
National Convention of Insurance 
Commissioners on the National Coun- 
cil of Workmen’s Compensation In- 
surance, 


Of special interest also was the 
paper by Howard C. Spencer on 
“Legal Aspects of the Guaranteed 
Mortgage Company Rehabilitation 
Program.” Mr. Spencer is special 
counsel to the Title and Mortgage 
Rehabilitation Bureau of the New 
York Department. 


THER of the outstanding ad- 

dresses are expected to be pub- 
lished in subsequent issues of the 
Journal, which gave the details of the 
complete program in the August 
number, 


Preceding the gathering of the 
A.B.A. the International Association 
of Insurance Counsel convened at 
French Lick, Indiana, and two ad- 
dresses from that meeting are like- 
wise printed in this current issue—the 
speech of the Governor of Indiana, 
Paul V. McNutt, on “Compensation 
and Social Insurance” and of R. G. 
Rowe on “Technical Aspects of the 
Uniform Automobile Policy.” Many 
of those who were at French Lick 
went immediately to Milwaukee, and 
the cordial relations and very evident 
cooperation between these associa- 
tions emphasized the conviction that 
each organization had work of im- 
portance to the business of insurance. 


Officers of the Counsel Association 
for the ensuing year are: 


Walter R. Mayne, prominent St. 
Louis fire insurance attorney was 
elected president succeeding George 
W. Yancey of Birmingham. Other 
officers named are: Vice-presidents, 
Oliver R. Beckwith, Hartford, Conn., 
counsel for the Aetna Life; Russell 
M. Knepper, Columbus, O., J. Roy 
Dickey, Pittsburgh, general counsel 
Pennsylvania Surety; secretary- 
treasurer, John A. Millener, Roch- 
ester, N. Y., general counsel, Colum- 
bian Protective Association. Mem- 
bers elected to the executive com- 
mittee are: One year—Arthur G. 
Powell, Atlanta; two years—Lowell 
White, Denver, general counsel Great 
American Life; three years—Harry 
S. Knight, Sunbury, Pa.; P. E. 
Reeder, Kansas City; R. G. Rowe, 

(Continued on Page 30) 
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EED of a nation-wide uniform 
standard automobile insur- 
ance policy arises for various 

reasons. The automobile, bus and 
truck operators recognize no munici- 
pal, county, state or international 
boundary line. Approximately 25,- 
000,000 automobiles are being used 
annually in the United States. Thirty 
thousand persons were killed and 
850,000 more persons were injured in 
the year 1933, in automobile acci- 
dents. No statistics can give the 
total of the human suffering and 
heartaches involved, to say nothing of 
fire, theft, and other property losses 
to car owners. 

Drastic motor vehicle laws and the 
fear of not being able to show proof 
of responsibility has increased public 
interest in automobile insurance and 
made the public insurance-conscious. 
It has been well said that there is no 
yard stick by which the public can 
measure the automobile _ liability 
policy. 

Automobile insurance policies are 
technical contracts, which a layman 
seldom reads and would be unable to 
understand its contents if he did read. 
Rather than employ a_ competent 
lawyer to give him counsel on the 
coverage afforded by his automobile 
policy, he takes it on faith. Such a 
wide and vital contractural need calls 
for uniformity of contractural ex- 
pression with the same force that sub- 
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Wisconsin, August 27, 1034. 


stantive law calls for uniformity of 
expression. 

In line with the policy of the 
American Bar Association in adopt- 
ing uniform statements of the Sub- 
stantive Law, such as the Negotiable 
Instruments Act, the Bills of Lading 
Act, the Warehouse Receipt Act, and 
the Automobile Liability Security 
Act, there is now proposed, and the 
American Bar Association has been 
requested to assist in the adoption of, 
a uniform standard automobile insur- 
ance policy. 

A uniform automobile insurance 
policy, if adopted by all types of in- 
surance carriers for nation-wide use, 
will have to be voluntarily adopted. 
It is improbable that the Federal 
Congress will ever pass any Act pre- 
scribing uniform policies. As early 
as 1869 the United States Supreme 
Court in the case of Paul v. Virginia 
(8 Wall 168) and in a long line of 
decisions affirming the principles 
therein set out, has held that insur- 
ance is not interstate commerce, and 
that its regulation will be left with 
the several states. Since that date the 
various states of the Union, in vary- 
ing degrees, have been regulating in- 
surance. 





It is Becoming More and More Necessary for Both Companies and Policyholders to Cooperate on Accident Prevention 


PROPOSED UNIFORM AUTOMOBILE POLICY 


Progress Being Made Toward 
An Ideal Long Sought by the 
Public and Companies Alike 


NIFORMITY of insurance laws 
and uuai’ormity in the admin- 
istration thereof in the several states 
of the Union has, so far, been some- 
what accomplished by the voluntary 
efforts of administrative officials and 
officials of insurance carriers. On 
May 24, 1871, the National Conven- 
tion of Insurance Commissioners was 
organized in New York City. Before 
said meeting was held The Spectator 
of New York, in commenting on the 
coming meeting, said in its issue of 
May 1871: 

“Another vital question to be discussed 
by these officials is that of bringing into 
some degree of uniformity the legislative 
enactments of the various states with 
regard to those licenses, taxes and impo- 
sitions of whatever sort, which so compli- 
cate insurance operations and render them 
costly and in some localities almost im- 
practicable.” 

Since its organization, said Insur- 
ance Commissioners’ Convention has 
continued to function and exert its 
influence for nationwide uniformity ; 
even the Commissioners and _ insur- 
ance officials of the provinces of Can- 
ada now meet with this National Con- 
vention in furtherance of said pian 
for bringing about uniformity 
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throughout the United States and the 
Dominion of Canada. 

The Legislatures in many states 
have set up in their Insurance Depart- 
ments rate making machinery to pro- 
mulgate fire and other insurance 
rates. This power and the right to 
exercise same has been upheld by the 
Supreme Court of the United States 
in the German Alliance Insurance 
Company v. Kansas (233 U.S. 389) 
and other decisions following same. 
In these states the necessity for uni- 
form insurance policies has arisen as 
a corollary to rate promulgation. 

The provinces of the Dominion of 
Canada have adopted a uniform auto- 
mobile insurance policy. 

The legislatures of several states, 
notably Texas and West Virginia, 
have required the prescribing of uni- 
form automobile policies for use in 
those respective states. New York, 
for example, has required certain pro- 
visions such as the bankruptcy clause 
to be included in the policies of all 
companies doing business within its 
borders. 

The automobile insurance laws of 
Texas require the Board of Insurance 
Commissioners to approve all auto- 
mobile insurance classifications of 
hazards and rates applicable thereto, 
and when same have been once ap- 
proved all types of insurance carriers, 
both participating and non-participat- 
ing, are required to write said classi- 
fications of hazards at the same re- 
spective initial rates. Each carrier 
is permitted to use, on approval of 
the Board, an endorsement appro- 
priate to its plan of operation. It 
necessarily follows, policy and en- 
dorsement provisions required to be 
prescribed under the Texas law must 
uniformly describe those classifica- 
tions of hazard and the conditions 
under which claims must be paid. 

eee 


HE Texas law and the adminis- 

trative staff set up thereunder 
has afforded an unusual opportunity 
for examination and study to com- 
pany officials, underwriters, and 
members of the public interested in 
automobile insurance policy forms. 
It has furnished a forum for public 
and informal hearings and discus- 
sions. 

The initial hearing on the Texas 
policy and endorsement forms was 
held at Austin February 27, 1928. 
Subsequently, and after securing ap- 
propriations for the formation and 
maintenance of the administrative 
staff, annual hearings and various 
conferences have been held. 

Changes in laws and orders of the 
Railroad Commission, which govern 
operation of Texas busses and trucks, 
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have had to be taken into considera- 
tion and observed. Each year new 
motor vehicle insurance problems 
have arisen and many new court deci- 
sions have been handed down con- 
struing especially the public liability 
provisions of the policy. 

The Texas law contemplates that 
these policy forms be designated to 
protect the car owners, the public, and 
the finance companies, with reference 
to the various property, inland ma- 
rine, and casualty insurance cover- 
ages. An unusually wide range of 
insurance coverages are thus involved, 
including every moral hazard _inci- 
dent to the automobile driver. 

On January 5, 1934, the Texas 
Board of Insurance Commissioners 
prescribed a uniform policy set-up, 
consisting of the liability form, the 
fire and theft form, the all-cover 
form, which is used by those com- 
panies which write both fire and lia- 
bility coverages; the combination 
form to be used jointly by a casualty 
company who desires to carry only 
the casualty coverages and by a fire 
company who desires to carry only 
the fire coverage; and the garage lia- 
bility form. In addition to these five 
policies, some 110 endorsements have 
been found necessary to describe the 
numerous coverages incidental to 
automobile insurance writing. 

eee 

Bp mie of these policies and en- 

dorsements, indexed alphabeti- 
cally and serially, were furnished the 
home office of every insurance carrier 
writing automobile insurance in the 
State of Texas, to the National Bu- 
reau of Casualty and Surety Under- 
writers of New York, to the National 
Automobile Underwriters Association 
of New York, to the American Mu- 
tual Alliance, to the Reciprocal Ex- 
change, Kansas City, Missouri, to the 
Committee on Conservation of the 
National Convention of Insurance 
Commissioners, and to the Committee 
on Insurance of the American Bar 
Association. On request copies were 
furnished interested members of the 
public, including the general, special, 
and local agents in Texas. 

On May 15, 1934, the Board held 
a hearing, as provided by law, for the 
purpose of hearing complains and 
grievances that might have been oc- 
casioned by the prescribing of said 
uniform policies. At this hearing 
the Board was requested by the vari- 
ous insurance carriers to extend the 
mandatory effective date of said uni- 
form policies and endorsements to 
January 1, 1935, with the view of 
securing the nation-wide use of the 
Texas policy forms. It was urged 





that recent court decisions and other 
motor vehicle insurance demands re- 
quired some _ modifications and 
changes, and that the broadening and 
liberalizing of certain provisions and 
their arrangement, not inconsistent 
with the Texas law requirements, 
would permit the use of said policies 
nation-wide. The fact was announced 
that the Insurance Committee of the 
American Bar Association was in- 
terested in the verbiage of the Public 
Liability Policies. Accordingly, the 
compulsory effective date of said 
policies has been postponed. 

A meeting to get more completely 
the nation-wide view was held in Chi- 
cago July 10, 11, and 12. This meet- 
ing was attended by the representa- 
tives of the National Bureau of Cas- 
ualty and Surety Underwriters, the 
American Mutual Alliance, represent- 
atives of various stock and mutual 
insurance carriers, and Honorable M. 
B. Kennedy of Chicago, Illinois, a 
representative of the American Bar 
Association, 

eee 


S the Administrator of the Texas 
Automobile Insurance Law con- 
tinuously since February 27, 1928, 
after being present at the conferences 
above enumerated, and numerous con- 
ferences in chambers with representa- 
tives of all the interested classes, I 
recognize the purposes to be borne in 
mind in connection with the standard- 
izing of the expressions of automobile 
liability insurance policies, as follows : 
1. To make sure that the purchaser 
of insurance gets a contract, regard- 
less of the company from which he 
purchases it, (a) which affords him 
a measure of protection which is defi- 
nite and certain in its scope; (b) 
which is clear in its expression; (c) 
which is limited to cover only those 
hazards which ought to be covered 
for the great majority of policy- 
holders in consideration of an average 
rate of premium; (d) which excludes 
unusual hazards, the insurance of 
which would add substantially to the 
cost for the average policyholder but 
which is necessary or desirable to in- 
sure only in unusual cases when an 
additional premium may properly be 
charged; and (e) which is free from 
technical tricks of expression whose 
effect might be to deprive the policy- 
holder of protection which in reason 
he ought to have. 

2. To establish equitable rules gov- 
erning the conduct and relation of 
policyholder and company as between 
themselves with respect to the admin- 
istration of the insurance, its appli- 
cation to particular circumstances and 
conditions, and its termination. 

3. To provide protection not only 

















for the policyholder but also for those 
persons whom he may permit to oper- 
ate his car, and on account of whose 
liability for negligence he may have 
a moral though perhaps no legal re- 
sponsibility, 

4. To provide that the policy- 
holders’ money, spent primarily for 
his own protection but secondarily 
for the protection of the public, shall 
not be spent in vain if the policy- 
holder is personally unable to meet 
the demands of claimants against 
him, by giving a right of action to 
those claimants directly against the 
insurer, but under such limitations as 
to prevent, as far as possible, the in- 
fluence which knowledge of the in- 
terest in a claim of an insurance com- 
pany, with its large financial re- 
sources, might have upon the minds 
of a jury in determining the liability 
of a policyholder. 

5. To avoid not only the insurance 
of special and unusual hazards in the 
average case, but also the imposition 
of fixed and inflexible rules regarding 
the arrangement and order of state- 
ment of various parts of the contract, 
to the end that insurers, while bound 
to use standard expressions of the 
contract, may, nevertheless, arrange 
those expressions so as to fit them to 
their customary precedure, thereby 
avoiding unnecessary and burden- 
some expense which must eventually 
be reflected in rates. 

6. To be sure, in many _ states 
where rates are controlled by public 
authority, that the standard rate of 
premium will purchase a definite 
standard of protection. 

Indeed, paragraphs 1, 2, 5 and 6, 
above, are alike. applicable to all 
automobile insurance policy forms. 

e@e@ 


NLESS uniform standard pol- 
icies are adopted for use nation- 
wide, competition and not the public 
interest, will be the controlling factor 
in policy wording and provisions. 
Policy wording and _ provisions 
should not be the subject of competi- 
tion. Financial responsibility and 
service alone should be the competing 
factors between insurance companies 
in the automobile insurance business. 
These technically worded policy con- 
tracts, as announced in the case of 
Paul v. Virginia, 


“ 


. .. are not subjects of trade and 
barter offered in the market as something 
having an existence and value independent 
of the parties to them. They are not 
commodities to be shipped or forwarded 
from one state to another and then put up 
for sale.” 

The expense of competitive study 
and printing of different automobile 
insurance policies for use in the same 


JouRNAL OF AMERICAN INSURANCE 





WALTER S. POPE 


Casualty Insurance Commissioner of Texas 

Whose Address Before the Recent Meeting 

of the American Bar Assoctation Attracted 
Wide Attention 








or in different states of the Union, 
will be so reduced that the various 
companies can afford to compose their 
differences of opinion on minor policy 
provisions in the interests of econ- 
omy. For years this saving has been 
urged by the National Convention of 
Insurance Commissioners, and espec- 
ially by its Standing Committee on 
Conservation. 

The use of different policies in the 
same or different states occasions 
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much confusion in claim settlement 
and court decisions, while the use of 
the uniform standard policy will 
stabilize claim settlement and tend 
toward uniformity of court decisions 
and of legislation. 
e@ee 
HE Texas Automobile Insurance 
Law and Uniform Standard Pol- 
icy work done thereunder afford a 
good beginning point for the use of 
the nation-wide uniform § standard 
policy for two reasons: 

1. The territorial limits of Texas 
are so great and its economic and in- 
dustrial life so varied that no material 
problem of the passenger car, bus, oil 
field or commercial truck can arise 
elsewhere without a parallel in Texas ; 

2. The Texas Automobile Insur- 
ance Law administrative staff affords 
a flexible agency for the study and 
change of the policy forms to meet 
new motor vehicle insurance condi- 
tions as they arise. 

Premises considered, and the fact 
that we have had the attention and 
counsel of the very able representa- 
tives of the Insurance Division of the 
American Bar Association, and the 
further fact that we have had for 
many months the sympathetic coop- 
eration of the able representatives of 
the various types of the insurance 
carriers who write approximately 75 
per cent of the automobile insurance 
business nation-wide, makes this an 
appropriate time to adopt nation-wide 
uniform standard automobile policies 
and endorsements. 


TECHNICAL ASPECTS OF THE UNIFORM 
AUTO POLICY 


An address delivered before the 1034 Meeting of the International Association of 
Insurance Counsel at French Lick, Ind. 


By R. G. ROWE 


VicE-PRESIDENT LUMBERMENS Mutuat CasuaLty ComMPpaANy 


COMMITTEE representing 
A the Stock and Mutual Com- 

panies and the American Bar 
Association has been preparing a 
proposed Standard Automobile Policy 
during the last eight months. The 
policy is now ready for printing and 
although those authorized to speak 
for the Bar Association have not yet 
given their formal approval to the 
Committee’s work, we hope that they 
will soon do so. Hence it is appro- 
priate at this time to give a résumé 
of the results accomplished. 

The conditions which led the in- 
terested parties to undertake the prep- 
aration of a Standard Automobile 
Policy find a parallel in those which 
persuaded an earlier generation of 





insurance men to write a Standard 
Fire Contract. In the 90’s the fire 
policy was already, by reason of the 
vast property interests involved, the 
most important contract in the com- 
mercial life of the country. Yet the 
policies issued by the different com- 
panies varied so much and were so 
ingeniously worded and so obscurely 
written that often a law suit was the 
only satisfactory method of determin- 
ing their meaning. This diversity in 
coverage and phraseology created by 
a multitude of competing and often 
hostile companies was increased by 
the piecemeal efforts of forty-eight 
state legislatures to remedy the situa- 
tion. You all know what happened. 
The intolerable conditions brought 
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the threat of a contract which would 
be dictated line by line by the legisla- 
ture and to escape that threat a com- 
mittee made up of disinterested 
lawyers and insurance executives 
formulated the Standard Fire Policy. 
On the whole it must be agreed that 
the Standard Fire Policy has proved 
a remarkable piece of work, despite 
the fact that its improvement over 
the years has been impeded through 
retention by the legislatures or gov- 
ernment officials of many states of 
the sole power to alter or change the 
policy. When business methods and 
in fact the whole economic setup 
changes as rapidly as in America, an 
important contract like an insurance 
policy becomes frozen and unsatis- 
factory unless there is some interested 
group charged with the task of adapt- 
ing it to modern life. 


S before referred to, the car 

owners of the country and those 
who underwrite their insurance are 
today confronted with the conditions 
just outlined in the fire business of a 
generation ago. Today, as in those 
times, there are hundreds of com- 
panies and automobile clubs with 
policies which purport to cover iden- 
tical hazards but which bear no re- 
semblance to each other. Today, as 
in the 90’s, there is a great and con- 
fusing variety of legislative enact- 
ments regulating the coverage in- 
volved. And the parallel is complete 
when it is realized that within the 
last few years two states, West Vir- 
ginia and Texas, passed laws provid- 
ing for a Standard Automobile Pol- 
icy to be approved by government 
officials. Before commenting on the 
policy itself, I wish to say from first 
hand participation in many of the 
committee meetings that the spirit of 
those who did the work was marked 
by a sincere desire to deal with abso- 
lute fairness to all concerned. By “all 
concerned” is meant injured claimants 
as well as the policyholder and the 
company. The inclusion of repre- 
sentatives of the American Bar Asso- 
ciation was intended to protect the 
interests of the general public and to 
provide assurance to legislatures and 
other government officials that the 
preparation of the contract was not 
undertaken in any narrow spirit, con- 
cerning itself solely with profit to the 
carrier, but undertaken rather with 
a view to making the policy fair in 
substance and clear in meaning. 

The first change called to your at- 
tention deals with the wording of the 
Insuring Agreement. Some com- 
panies in their Insuring Agreement 
provide coverage for the automobile 
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“while within the United States and 
Canada” and other companies in their 
Exclusion Clause set forth “this 
Policy shall not cover any automobile 
while elsewhere than within the boun- 
daries of the United States and Can- 
ada.” It has been suggested that 
literally this wording means that the 
car must be straddling the boundary 
line of the United States and Canada 
or there is no coverage. It is argued 
that the language which says “while 
within the United States and Canada” 
indicates that it must be within the 
two countries at the same time. 


eee 
HE proposed new Standard 
Form handles that situation in 
this way: 


“This policy applies to accidents which 
occur during the policy period while the 
automobile is within the United States in 
North America or the Dominion of Can- 
ada, including while on coastwise vessels 
between ports within said territory, and is 
owned, maintained and used for the pur- 
poses stated as applicable thereto in the 
declaration.” 

You will note that all that is neces- 
sary for coverage under the new form 
is that the car be within the United 
States in North America or Canada 
and that it is being used for the pur- 
poses stated in the declaration. 


Perhaps one of the most important 
changes in the policy arose out of the 
Lakewood case decided some four 
years ago by the Supreme Court of 
the United States. A young man 
under eighteen years of age had an 
accident while driving his father’s 
car in the City of Lakewood, Ohio. 
An ordinance of that city prohibited 
persons under eighteen from driving 
a motor vehicle. The policy in ques- 
tion contained the common provision 
avoiding coverage when the car was 
driven under the age “fixed by law.” 
The insurance company said that a 
municipal ordinance was a law with- 
in the meaning of the policy and the 
Supreme Court of the United States 
upheld that contention. The result 
was that the car driver was without 
protection and the injured claimant 
without assets to compensate for his 
losses. In the proposed Standard 
Policy only violations of State, Fed- 
eral or Provincial Age Statutes will 
forfeit coverage. In the future, there- 
fore, no car owner or his children will 
lose their coverage simply because 
they did not include in their previous 
reading the municipal ordinances of 
all the cities through which they in- 
tended to drive. As you may sur- 
mise, the word “Provincial” was 
added to the words “State” and “Fed- 
eral” to make the policy suitable when 
driving in the Provinces of Canada. 


The policy provision just referred 





to which controls coverage with re- 
spect to the age of the driver has also 
been a prolific source of litigation 
with business concerns as well as with 
the owners of pleasure cars. Brief 
comment will be made on two recent 
cases which illustrate this. One arose 
in Maine and was decided by a Dist- 
rict Court of the United States. One 
Foss, the owner of a motor freight 
express line, had a young man driv- 
ing for him who collided with one 
Bradley who was so badly injured he 
secured a judgment for $18,000 
against Foss. Foss couldn’t pay and 
3radley sued his insurance carrier. 
The carrier said it was not liable be- 
cause Foss’ driver was a paid chauf- 
feur and as such was required by the 
law of Maine to be eighteen years of 
age. Since Foss’ driver was under 
eighteen the policy provision was 
applicable which nullified coverage if 
the driver was under the “age fixed 
by law.” Foss’ reply conceded that 
his driver was unlicensed by the 
Maine authorities to act as a chauf- 
feur, but he argued that anyone 
could operate a car in Maine if he 
were fifteen years old, with the single 
exception of paid chauffeurs and that 
the policy provision referred only to 
this general age requirement of fifteen 
years. The District Court said it was 
plain that the policy did not cover the 
loss. So clear was this to the District 
Judge that he said: 

“To state the question is almost to 
answer it. The driver was operating the 
truck when it was illegal for him to do so 
on account of his age. It was being op- 
erated by a person contrary to law as to 
age. If the driver in this case had been 
driving his own or the family car, the in- 
surance company could avoid liability 
because, although the driver was operating 
contrary to law, having no license, his age 
was not a bar to obtaining one. The op- 
erator of the truck here, driving for hire 
as a chauffeur, was operating it contrary 
to law, not only because he had no license, 
but because he was under the required 
age. 

What seemed so clear to the Fed- 
eral Court in Maine was equally clear 
to the Supreme Court of Illinois ex- 
cept that the Illinois court was con- 
vinced that the policy did cover such 
a loss and it has so decided just a 
few months ago in the case of Mid- 
west Dairy vs. The Ohio Casualty 
Company. In Illinois, as in Maine, 
the general age statute allows you to 
drive if you are fifteen years of age, 
but chauffeurs are required to be at 
least eighteen. The facts in this 
Midwest Dairy case need not be nar- 
rated in further detail because they 
are exactly the same as those in the 
Maine case. In reaching a conclu- 


sion completely contrary to the Maine 
(Continued on Page 23) 

















JoURNAL OF AMERICAN INSURANCE 


Qualifying Bonds or Deposits in Work- 
men's Compensation and Other 
Lines of Insurance 


A paper read before the Insurance Law Section of 
the American Bar Association at the recent annual 
meeting in Milwaukee, Wisconsin. 


by CLARENCE W. HOBBS 


SPECIAL REPRESENTATIVE OF NATIONAL CONVENTION 
OF INSURANCE COMMISSIONERS ON THE NATIONAL 
COUNCIL ON COMPENSATION INSURANCE, 


FEW years after the passage of 

the Massachusetts Workmen’s 

Compensation Act, a Massa- 
chusetts casualty company, writing 
Workmen’s compensation insurance 
together with most of the other casu- 
alty lines, became impaired, and was 
placed in the hands of receivers for 
liquidation. Among the outstanding 
losses were many unpaid compensa- 
tion claims, Massachusetts did not at 
the time have a statute terminating 
liability on outstanding policies by 
virtue of the appointment of a re- 
ceiver: and while it is ordinarily the 
rule in the absence of a statute that 
the rights of parties crystallize as of 
the date of the appointment of a re- 
ceiver, that is not true in case of 
surety bonds. The outstanding surety 
bonds caused a long delay in the 
determination of the liabilities. The 
payment of the compensation claims 
was not merely affected, but deferred 
entirely for a substantial period of 
years. 

The Massachusetts law is peculiar 
in that the employer is under no di- 
rect liability to pay compensation 
benefits. Compliance with the act is 
effected by insurance: and the only 
obligation is the obligation of the 
insurance carrier to pay the benefits 
provided by the act. Thus, so far 
as Massachusetts claims were con- 
cerned, the receivership cut off every 
redress of a number of injured em- 
ployees. The result was, an act 
(General Laws, 1921 C152 Secs. 57- 
62) which in effect empowered the 
commissioner of insurance to require 
domestic companies to deposit with 
the state treasurer the present value 
of all outstanding workmen’s com- 
pensation claims, and which required 
companies of other states to give 
bond, prior to receiving the annual 
license, conditioned upon the making 
of such a deposit upon withdrawal, 
revocation of licenses, or refusal to 
renew license. In lieu of a_ bond, 
deposit of other security satisfactory 


to the insurance commissioner was 
authorized. 
This provision required bonds 


which in due course ran into very 
considerable penal sums. The re- 
quired amount was set for a consider- 
able time at twice the amount of the 
reserve for outstanding compensa- 
tion losses. Deposits of securities in 
lieu of a bond usually ran to at least 
the amount of the outstanding losses. 
So far as the stock carriers were 
concerned, the requirement was not 
for a time regarded as serious. Com- 
panies could, and did, agree to bond 
each other at a nominal premium. 
The hazard was rated as nominal, and 
probably was, until the recent de- 
pression, so happily and effectively 
done away with by the New Deal, 
imperilled the financial lives of a 
number of casualty companies includ- 
ing some of the biggest. But so far 
as the mutual companies were con- 
cerned, the act was a serious matter. 
They were not authorized to write 
surety bonds. They could not bond 
each other. They found the stock 
carriers unwilling to bond them. They 
were compelled to comply with the 
law by deposit of securities. There 
are, it may be said, several very large 
mutual casualty companies in Mass- 
achusetts. The compulsory require- 
ment of the law did not affect them: 
but they found other states inclined 
to apply the law by way of retaliation: 


HE principle of requiring secur- 

ity for the payment of compensa- 
tion claims has been adopted by a 
number of states. 

Arizona (Revised Statutes 1928 
Sec. 1422) requires a deposit, as a 
condition of doing workmen’s com- 
pensation business, equal to 76% of 
65% of the gross annual premiums 
or deposits collected by the company 
on account of workmen’s compensa- 
tion in the state: or in lieu thereof, 
and with the approval of the indus- 
trial commission, the giving of a 
corporate surety bond. 

California (Laws 1917, ¢.200) has 
a long and carefully detailed law 
which requires every carrier except 
the state fund to give bond, as a 
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prerequisite to transacting workmen’s 
compensation insurance. The amount 
of the bond is required to be not 
less than the reserve for outstanding 
losses as of the end of the preceding 
year, and in no case less than $100,- 
000. Instead of a bond, the deposit 
of securities equal to the loss reserve 
may be made. 


Delaware (Revised Code, c.90, Art. 
5, Sec. 3193Z) empowers the indus- 
trial board to require the deposit of 
acceptable security, indemnity or 
bond, to secure payment of compen- 
sation liabilities as they are incurred. 

Georgia (No. 814, Arts. of 1920, 
Sec. 70) requires every carrier doing 
workmen’s compensation insurance in 
the state, to furnish a corporate 
surety bond, running to the State 
Treasurer, in the sum of $50,000, or 
the deposit of other security satisfac- 
tory to the commissioner. 

Idaho (Compiled Statutes 1919, c. 
236, Sec. 6278) empowers the indus- 
trial board to require insurers (in- 
cluding self insurers and the state 
fund) to deposit and maintain with 
the State Treasurer, securities (of 
certain designated kinds) in an 
amount equal to the total amounts 
of outstanding compensation awards, 
or in lieu thereof a corporate surety 
bond in like amount. 

Montana (Revised Code, 1921, c. 
213, Sec. 2981) requires every car- 
rier, before issuing workmen’s com- 
pensation policies, to make a deposit 
with the treasurer of the Industrial 
Accident Board (in certain named 
securities) in an amount not less than 
$5,000, nor more than $20,000 as 
may be determined by the Board. 

New York (Consolidated Laws, c. 
67 Sec. 54 Par. 7) provides that no 
policy of workmen’s compensation 
insurance issued by a company or 
association of another state (except 
the branch of a foreign company 
domiciled in New York) shall be 
accepted as a° compliance with the 
act, unless the carrier shall have filed 
with the Superintendent of Insurance, 
a bond or undertaking with sufficient 
sureties, conditional upon the payment 
to any persons entitled thereto of 
benefits payable under the compensa- 
tion act. The amount of the bond is 
stated as 25% of the outstanding re- 
serves for compensation losses on 
policies issued in the state: but the 
amount must not be less than $25,000 
nor more than $1,000,000. In lieu 
of a bond, security deposits of like 
amount may be made. | 

Tennessee (Code 1932, Sec. 6894) 
requires a corporate surety bond 
conditional for the payment of com- 
pensation claims on policies issued 
in the state in the amount of $50,000: 











16 


but only in case of companies which 
do not maintain in their home states 
a deposit of at least $100,000 for the 
protection of all policy holders. This 
seems aimed at a somewhat restricted 
class of insurance carriers, probably 
reciprocals or inter-insurers. 
eee 

N addition to the discretionary re- 

quirements, noted above in case 
of Delaware and Idaho, and the dis- 
cretionary provision as to domestic 
companies in Massachusetts, there are 
discretionary provisions in a number 
of states empowering the industrial 
commission to require the deposit of 
an amount equal to the present value 
of an award. Such provisions usually 
refer to awards against employers: 
and the obligation to make the deposit 
doubtless falls upon the insurance 
carrier of the employer, even if not 
specifically mentioned in the statute. 


But these provisions are not nearly 


so serious as the provisions applicable 

absolutely to all carriers, or to all 

out-of-state carriers, as a condition 

of doing business, such as the laws 

listed of Arizona, California, Georgia, 

Massachusetts, Montana and New 

York. 

Note. Statutes empowering commission to 

require deposit of amount of an award. 

California—c. 586, Acts. 1917, Sec. 28. c. 

Colorado—Code 1921, Sec. 4401, 4405 

Connecticut—General Statutes c. 280, Sec. 
5253 

Delaware—Revised Code c. 90 Art. 5, Sec. 
3193Z 

District of Columbia—P. A. No. 419, 70th 
Congress, Sec. 14% 

Georgia—No. 814, Acts. of 1920, Secs. 
43-44 

Hawaii—Revised Laws, 1925, c. 209, Sec. 
3622 

Idaho—Compiled Statutes 1919, c. 236, 
Sec. 6278 

Illinois—House Bill 841 session 1913, Sec. 
25 

Indiana—Laws 1929, c. 172, Sec. 44 

Kentucky—Carroll’s Kentucky Statutes 
1930, c. 137, Secs. 4907-4908 

Missouri—H. B. 112, 53rd general as- 
sembly, Sec. 25 

Montana—Revised codes 1921, c. 3 Sec. 
2976 

New York—Consolidated Laws c. 67 Sec. 
25, 27 

North Carolina—Public Laws 1929, c. 120, 
Sec. 45 

Oklahoma—Oklahoma Statutes 1931, Sec. 
13, 365 

United States—(Longshoremen’s and Har- 
bor Workers’ Act.) P. A. No. 803 69th 
Congress, Sec. 141 

Vermont—General Laws 1917, Secs. 5793, 
5794 

Virginia—Laws 1918, c. 400 Secs. 44-46 

West Virginia—Code 1931, c. 23 Art. 2 
Sec. 9 

Wisconsin—Statutes 1931, Sec. 102, 32 
Application of the principle of re- 

quiring bond or security to secure 

payment of claims under compulsory 

automobile insurance policies has 

been suggested, but has not so far, 

to the best of my knowledge been 

enacted into law. 
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HESE acts are an extension of 

a principle which has a place in 
practically every insurance law. It 
is very generally required that an in- 
surance company of another state 
seeking admission must either make 
a deposit with the treasurer or other 
official of the state or show that it 
has a deposit with some official of its 
own state or some other of the United 
States for the protection of all its 
policy-holders. The deposit bears no 
relation to the extent of the com- 
pany’s outstanding obligations. It is 
of a fixed amount, usually closely re- 
lated to the minimum capital require- 
ment imposed in case of a domestic 
company. In case of a company in- 
corporated outside the United States 
a more stringent requirement is im- 
posed. It must not only maintain the 
statutory deposit, but must place the 
assets used in its business in the 
United States in trust for the benefit 
of its policyholders in the United 
States. Less commonly there are 
special deposits required, designed to 
secure obligations of the company 
within the state. These again are for 
fixed amounts, having no reference 
to the extent of the company’s obli- 
gations. The nature of the deposit 
is somewhat ambiguous. It is fre- 
quently referred to as a trust: but 
a trust with an indefinite and con- 
stantly shifting number of beneficia- 
ries is something of an anomaly. The 
object of the general deposit for the 
benefit of all policy-holders was 
doubtless intended to put a block of 
the company’s assets beyond manipu- 
lation by the company, and to furnish 
evidence of soundness and good faith. 
The special deposit was intended to 
bring a block of assets within the 
state so it could be reached by legal 
process. Both general and_ special 
deposits are generally not extensive 
enough to furnish a real security to 
policy-holders except in case of a 
company of very moderate size. They 
tend also to introduce complications 
in the winding up of companies. 
Special deposits, multiplied by means 
of the retalitory laws, have a further 
distinct detriment in that they tend 
to disperse the company’s assets in 
parcels over the United States, a sit- 
uation both awkward and expensive. 
They raise also an issue whether the 
creditors in a state having a special 
deposit law are not secured creditors, 
and therefore not entitled to partici- 
pate in the general assets of the com- 
pany in liquidation pari passu with 
unsecured creditors. 

For these reasons, and in view of 
the retaliatory laws, special deposit 
laws are discountenanced and have 
tended to disappear. Surety bonds 





are sometimes permitted in lieu of a 
special deposit: but not, generally 
speaking in lieu of a general deposit. 


Note: On the subject of deposits, see 
Patterson, The Insurance Commissioner 
in the United States P.P. 219-244. 


The type of bond or deposit under 
consideration is of the same general 
character as the special deposit. It 
aims at creating a local fund whence 
local obligations can be met. It goes 
in some states a deal further, because 
the amount of the deposit or the bond 
is not an amount fixed by statute, but 
is related to the amount of outstand- 
ing losses. In Massachusetts and 
California, the full loss reserve must 
be deposited or bonded, in Arizona 
76%: in New York, 25%. Thus 
the bond or the deposit may be very 
large, and tends continually to become 
larger. 

In most lines of insurance losses 
are promptly paid, and the loss re- 
serve is inconsiderable in amount, as 
compared with the annual premium. 
In liability insurance and workmen’s 
compensation insurance, losses cannot 
be promptly paid: in the one case 
because they are unliquidated until 
reduced to judgment, in the other 
case because they are by the require- 
ment of the law payable in install- 
ments. In these lines a ponderous 
loss reserve accumulates. As of De- 
cember 31, 1932, casualty companies 
reporting to New York State had a 
liability premium income of about 
$250,000,000, and liability loss re- 
serves of $172,000,000: compensa- 
tion premium income of $121,000,000, 
compensation loss reserves of $158,- 
000,000. In these lines there is un- 
questionably a great amount at 
hazard, due but not yet payable: a 
situation wherein the failure of a 
company will entail an unusually 
heavy loss. But the amounts involved 
are insignificant as compared to the 
reserves of life companies, 

The premium income of life com- 
panies is today in excess of $3,000,- 
000,000: the policy reserves are in 
excess of $14,000,000,000. These 
reserves represent not only the con- 
tigent value of death benefits, but 
surrender and loan values presently 
payable. Were the issue one merely 
of protection of citizens of the state, 
there would be tenfold the reason for 
requiring life companies to make de- 
posit or give bond, as exists in the 
case of casualty companies. There 
is, to be sure a confidence generally 
greater in the stability of life insur- 
ance companies than in case of casu- 
alty companies. But in the past few 
years, there have been a goodly num- 


(Continued on Page 21) 
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LTHOUGH it is not possible at so early a date 
to announce the program items for the Mutual 
> Convention to be held in Savannah, Ga., on Nov. 
12th, 13th, 14th and 15th, there are such signs of interest 
in the occasion that it seems certain the gathering will 
have features of extraordinary importance. 

Beyond its primary reason, one of the delights of 
going to a convention lies in the holiday spirit connected 
with it from the time you leave your home town until 
you return. Though there is plenty of business to attend 
to, a convention to most of us is always something even 
more. A large part of the pleasurable anticipation is due 

to the fact that a new section of the country is to be 

visited, or a new route into familiar territory is to be 
traveled. 

There is, of course, an essence of adventure sur- 
rounding any such trip, for it is rather an 
easy matter thus to combine pleasure with 
business. Change the “conven” of “conven- 
tion” to “vaca,” and you have “vacation.” 

Delegates coming to the Savannah assem- 
bly from practically any section of the coun- 
try may find it to their interest to plan to en- 
joy not only the historic and hospitable con- 
vention city itself, but also to see some of the 
country’s show spots on the way. 

ee @ °e@ 

HOSE who can spare the time 

for leisurely travel will have the 
opportunity to take in many = such 
sights. Plans for special trains have 
not yet been completed at the time of 
going to press, but it is safe to say 
that either multiple or single parties 
can arrange for whatever stop-overs 
3—Hodgson Hall, Home of Georgia Historical Soctety 4—Old Southern Mansion that they might care to make. 

If you are from the West you may 
want to stop off in Chicago, where, 

lined ean although the World’s Fair will have 
- — —- a closed its gates by that time, many 
; aad —— famous and interesting views are al- 
ways to be seen. Chicago, too, offers 


the chance to get in some advanta- 
MUTUAL CONVENTION OF 1934 geous early Christmas shipping. 
Both the scenery and the historic 
background of the country from the 
TO BE HELD Mississippi to Savannah, no matter 
what route is taken, is insurpassable 
in its type. Stopping-points along the 
IN SAVANNAH = NOV. 12th af 5th route, either coming or going, might 
conveniently include several such 
places as St. Louis, Cincinnati, Louis- 
eee ville, Lexington, Chattanooga, Mem- 


_ phis, New Orleans, Mobile, Birming- 


1—Manston, Hermitage Plantation 2—Old Slave Quarters, Hermitage Plantation 


5—-Monument to Gen. James Edward Oglethorpe, Founder of Georgia 
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ham, Tuscaloosa, and Atlanta, to 
mention a few, any one of which 
could keep one well occupied. 

All through the South, of course, 
there is much of interest relating to 
the old battlefields, which are well- 
marked and easy of access to those 
who, for one reason or another, are 
interested in American’ warfare. 
Savannah itself, together with the 
country surrounding, has been either 
battlefield, controversial territory, or 
military or hospital base in four con- 
flicts: the Revolution, the War of 
1812, the Civil War, and the Spanish- 
American War. Its Victory Drive, 
with a palmetto tree commemorating 
every Savannah soldier killed in the 
World War, is one of the United 
States’ most impressive memorials, 

e® @ ®@ 

UT before we go briefly into the 

matter of Savannah as a city, 
let’s stop for a moment to envy those 
who are planning to take a longer 
time for this trip, and who will pos- 
sibly make an ocean voyage to New 
York or Boston, to Miami or Havana, 
to New Orleans or Galveston. Per- 
haps our envying will prompt us, as 
well, to answer the call of the rolling 
wave. After all, we agreed that this 
was a vaca-tion as well as a conven- 
tion. What is more conducive to rest 
and ease than the gentle swell of the 
gulf stream ? 

There may be some who will even 
avail themselves of Savannah’s reg- 
ular European sailings. Bermuda is 
another choice. 

Now for that place that General 
James Oglethorpe called, as he found- 
ed it in 1733, Savannah. This spot 
is splendidly located for an all-year- 
round resort. Its picturesque beauty, 
mild climate, and outstanding facili- 
ties for the entertainment of visitors, 
coupled with a good deal more than 
a bit of that well-known “southern 
hospitality,” have made it one of the 
most eagerly attended convention 
cities in the country. This is Geor- 
gia’s seaport and birthplace, and at- 
tracts visitors in large number from 
all over the world. Its many parks, 
its broad avenues and drives passing 
through luxuriant scenery and_ bor- 
dering on beautiful streams and ocean 
beaches, will be a source of much 
pleasure to mutual convention at- 
tendants. 

eee 


perl enthusiasts will be inter- 
J ested — perhaps surprised — to 
learn that the first golf club was 
founded in Savannah. Not that there 
could possibly be any connection, but 
the first orphanage in the United 
States was founded here, also, and is 
still flourishing. You haven’t heard 
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anything yet. Here it was that the 
famous John Wesley established the 
first Protestant Sunday School in the 
English speaking world. No doubt 
many habitues of the golf club stayed 
away from it in their eagerness to 
break a hundred. Which we trust 
will not be followed by the mutual 
men who are devotees of Col. Bogey. 
and may feel they have not had 
enough of their favorite sport at the 
tournament, which this year, as usual, 
will be a feature of the early part of 
the convention week. 

From Savannah, in 1819, sailed the 
first steamship to cross the Atlantic, 
the Savannah. The oldest United 
States military organization in con- 
tinuous service, and the oldest theatre 
in active use in America are to be 
found here. 

As for famous men, General Nath- 
anael Greene is buried in Savannah, 
and the cornerstone of his monument 
was laid by LaFayette in 1825. 

All mutual men who are interested 
in the history of the business, which 
includes just about everybody, we 
should suspect, will get an extra kick 
‘n reconstructing the early days when 
our type of insurance was conceived. 
Benjamin Franklin, the god-father of 
the mutuals, had as a compatriot But- 
ton Gwinnett, a Savannah man, whose 
autograph, partially by virtue of hav- 
ing been on the Declaration of Inde- 
pendence, has become the most valu- 
able one in American history. The 
gentleman from Georgia left Con- 
gress shortly after having placed his 
name on the document. There was 
trouble in his native state, and, after 
attempting to straighten it out, he 
was killed in a duel occasioned by 
political differences. In this manner, 
the source of his autograph was cut 
off, making it exceedingly rare, and 
creating some fine business for the 
insurance people. As much as $50.- 
000 has been paid for a single Gwin- 
nett autograph. Perhaps some mutual 
delegate can find one lying around 
somewhere. 

One could go on about Savannah’s 
early history almost forever, but, in 
case you have any fears in that direc- 
tion, we will move on to other matters 
after saying that Tuliette Low, found- 
er of the Girl Scouts of America, 
lived here, and that her home, where 
Thackeray once visited, is now head- 
quarters for the Girl Scouts and 
Colonial Dames. 


HOSE of us from the North, 
especially around — convention 
time, when the biting winds of winter 
will commence to blow, will think that 
not the least of Savannah’s attractions 
is its climate. Seldom are extreme 





temperatures experienced there, those 
in the know report, partly because of 
the moderating effect of the near-by 
gulf stream. In the last twenty-five 
years, there were only fifteen days of 
snow, most of which was quite light. 
Inasmuch as these snow days were in 
mid-winter, mutual delegates will not 
have to worry about this low record 
being increased to sixteen while the 
convention is in progress. 

Modern Savannah is one of 
America’s show cities. It was laid 
out to include fifteen large public 
squares, which are said to lend a 
unique character to the city, and 
which are known to travelers from 
all corners of the globe. 


All reports that have come to us 
indicate that the Savannah convention 
will be one of the very best from the 
historic and scenic angles, as well as 
that of the meeting proper. 








This Matter of Highway 
Accidents 


THE FOLLOWING GRIST OF ITEMS 
FROM RECENT BULLETINS OF THE 
employers Mutuals of Wausau, Wis- 
consin, is full of general interest. 


During the year 1933 a total of 
850,000 people were injured in auto- 
mobile accidents. Of this amount 
16.3% were children between the ages 
of 5 and 14. To have anyone injured 
by an automobile accident is serious 
enough, but when innocent children 
are made the victims, it becomes more 
serious. To save the life of a boy is 
to save the life of a nation. 

Topeka, Kansas, recently inau- 
gurated a Traffic Violator’s School, 
which begins at 7:30 o’clock in the 
evening. All drivers who have been 
instructed by traffic officers are sup- 
posed to be present. If they are not 
on hand, warrants are served for their 
arrest. Failure to make passing 
grades in the prescribed courses also 
results in arrest of the failing student. 

After experimenting with a no-limit 
speed statute a new Dill restoring 
highway speed limits has been intro- 
duced in the House of Commons in 
London. 

Last year England had its highest 
highway accident death toll ever re- 
corded with a total of 7,202 persons 
killed and 216,228 injured in road 
accidents. 

The new bill restores the maximum 
speed limit of 30 miles per hour in 
towns, and imposition of tests on new 
drivers and a system of disqualifica- 
tion and convictions on first and sec- 
ond offenses. The bill also institutes 
penalties for jaywalkers and creates 
special traffic lanes crossing places for 
pedestrians.—National Safety Council. 

Speed too great for the conditions 
is a potent factor in the accidents in- 
volving improper passing, failure to 
grant the right-of-way, driving off 


the roadway, and reckless operation. 
(Continued on Page 28) 
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"Ton is a time of stress and 
change, a period such as that 
described by John Stuart Mill 
almost a century ago. Mill said: 
“History shows that great economic 
and social forces flow like a tide over 
communities only half conscious of 
that which is pursuing them. Wise 
statesmen foresee what time is thus 
bringing, and try to shape institutions 
and mold men’s thoughts and pur- 
poses in accordance with the change 
that is silently coming on. The un- 
wise are those who bring nothing 
constructive to the process, and who 
greatly imperil the future of mankind 
by leaving great questions to be 
fought out between ignorant change 
on one hand and ignorant opposition 
to change on the other.” 


We find ourselves in a_ position 
where the early promise of life, 
liberty and the pursuit of happiness 
for all of the people is not extended 
to the ordinary, average citizen in 
America. We have been forced to 
use emergency measures to meet 
pressing needs. These were the im- 
mediate tasks : to provide food, cloth- 
ing and shelter for the destitute, the 
aged and the infirm; to revivify in- 
dustry through cooperative action ; to 
provide gainful employment for the 
unemployed ; to restore agriculture to 
a profitable basis ; to stabilize and re- 
store confidence in our financial in- 
stitutions ; to remove the fear of debt 
and foreclosure on the part of the 
farm and small home owners; to re- 
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An Address Before the 1034 Meeting of the Inter- 
national Association of Insurance Counsel at 
French Lick, Ind. 


By PAUL V. McNUTT 


GoveRNOR OF THE STATE OF INDIANA 


store the confidence of the people in 
themselves and in their institutions. 

It is one thing to meet a devastating 
emergency. It is a far greater thing 
to prevent such catastrophes in the 
future. In any future program will 
be included three great objectives: 
the security of the home, the security 
of livelihood and the security of so- 
cial insurance. Such a program would 
be a great step toward the goal of 
human happiness. The first duty of 
government is to protect the human- 
ity which it serves. 

eee 
WISH to discuss briefly one phase 
of such a program which is of 
primary interest to you. 

For several years, it has been ap- 
parent that the system of workmen’s 
compensation no longer represented 
insurance only against industrial ac- 
cidents for which it was designed. 
Through legislative enactment, judi- 
cial interpretation and the action of 
administrative boards, it has been 
broadened to include both health in- 
surance and unemployment insurance, 
without so naming them. Occupation- 
al diseases and the aggravation of 
existing injuries or diseases are now 
generally classified as industrial ac- 
cidents. Actually, they belong in the 


19 


Compensation Awards Must Be Made on 

a Straight Insurance Basis in Order that In- 

dustry May Accurately Estimate its 
Responsibility 


Two Methods of Meeting 
Misfortune Which Should 
Not Be Confused in the 
Public Mind 


COMPENSATION AND SOCIAL INSURANCE 


class of risks covered by health in- 
surance. The absence of finality in 
awards in a great many of the cases 
and the broadening of the term “de- 
pendents” as used in the compensation 
statutes has actually created a form 
of unemployment insurance. 

It is therefore of first importance 
that some provision be made to care 
for the entire line of social insurance 
upon rates based on the risk involved, 
and that the burden of such insurance 
be distributed between the employer 
and employee. The part to be taken 
by government, representing society 
as a whole, has not yet been deter- 
mined. 

ee @ 


HERE is constant pressure from 

many sources to have the govern- 
ment participate in various forms of 
social insurance. Many states provide 
old age pensions but follow no uni- 
form system. Some pay the pensions 
from specific taxes, with or without 
contributions from the individuals 
affected. Others provide for pensions 
from funds raised by general tax 
levies, local, state or a combination 
of both. The Federal Government 
now insures deposits in banks by a 
system which involves the use of 
premiums collected from the banks 
themselves. One state has adopted a 
plan of unemployment insurance 
based on unemployment reserve. 
These are merely the beginnings of 
social insurance in this country. 


Social insurance in its broadest 
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sense is not entirely new. England 
has had some form of social insurance 
for years. The Guilds of the middle 
ages had rudimentary but extensive 
systems of health insurance. These 
(juilds were systems of health insur- 
ance. These Guilds were self-gov- 
erning organizations of individuals, 
men and women, taking an equal 
share in the management. The in- 
dividuals paid their annual subscrip- 
tions and their entrance fees and, 
when they were ill or unable to work, 
received sums of money to carry 
them through the unproductive 
period. 

When these medieval Guilds dis- 
appeared under the heavy hand of 
King Henry VIII, the desire for 
mutual aid in times of adversity, 
which seems so deeply rooted in the 
human spirit, found expression in a 
new kind of mutual aid society known 
as the I‘riendly Society. The Friendly 
Societies grew and prospered and by 
the end of the nineteenth century, 
were providing health insurance on 
a large scale to a large part of the 
population, 

Today, England has a three-fold 
system of insurance, providing insur- 
ance for sickness and invalidism, for 
unemployment and old age, for wid- 
owhood and orphanhood. The pres- 
ent [english system is compulsory. 
The old system was voluntary. 

ee e@ @ 

T is extremely difficult to inaugu- 

rate a system of social insurance 
during a period of economic stress, 
when the need is the greatest. But the 
plans can be made and the programs 
prepared for adoption when the im- 
provement of general conditions war- 
rants such a step. It is necessary to 
determine whether such insurance 
should be compulsory or voluntary, 
what share should be borne by em- 
ployer and employee, to what extent 
governmental agencies should parti- 
cipate. 

We have spent much of our time 
tinkering with compensation statutes. 
I-xperience has taught us that the ills 
of such statutes cannot be entirely 
taken care of or cured by modifica- 
tion of the law. Attempts have been 
made in various states, notably 
Pennsylvania and Nebraska, to con- 
fine accidents to traumatic injuries 
or to violent injuries. Notwithstand- 
ing these efforts, by action of the 
administrative boards, awards were 
paid on the same classes of injury 
as before, 

In view of these experiences, it 
might be well for those engaged in 
the important business of insurance 
to give their present attention to the 
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development of a comprehensive sys- 
tem of social insurance which would 
cure the evils of the workmen’s com- 
pensation laws by definitely providing 
for health insurance, unemployment 
insurance and old age pensions as 
well as compensations. 

The need is imperative. The state- 
ment of the Ohio Commission on 
Unemployment Insurance is a chal- 
lenge to every public spirited citizen. 

ee @ ® 

HE purpose of the unemploy- 

ment reserves provided by the 
Wisconsin plan and of the insurance 
fund as proposed in the Ohio plan 
is the same. They differ only as to 
method. That purpose is to substitute 
in the place of charity and the dole 
a method of providing maintenance 
for the unemployed without humili- 
ating and degrading them, without 
disrupting the ordinary charitable 
activities of private relief agencies 
and without bankrupting public treas- 
uries. In the words of the Ohio Com- 
mission : 

“Charity has proved to be inadequate, 
inappropriate and undesirable as a method 
of dealing with the distress of able and 
willing workers who are unemployed 
through no fault of their own. Private 
charity funds are soon exhausted in every 
period of severe unemployment. Need for 
contributions increases exactly at those 
times when voluntary contributors have 
least to give because of reduced incomes. 

“For those who are normally self-sup- 
porting, for those suffering only because 
of lack of work, it is imperative that some 
substitute for charity be found which will 
prevent pauperization and maintain individ- 
ual self-reliance and self-respect. Charity, 
public or private, will always be necessary 
for those who are unemployed because of 
mental, physical or moral handicaps. But 
those who are in distress only because in- 
dustry fails to provide them with oppor- 
tunities for employment are not properly 
the subjects of charity, and the policy of 
compelling them to resort to charity en- 
courages pauperism and uhdermines in- 
dependence and self-respect. 


“Unemployment insurance seems to be 
the most effective device for providing in 
a self-respecting way for the able and 
willing unemployed. The principle of in- 
surance is widely used in meeting industrial 
risks of all kinds, and no more effective 
method has been found or proposed that 
will provide support for the unemployed 
and their families and at the same time 
prevent them from becoming pauperized.” 


eee 

WO plans for compulsory un- 

employment insurance under 
state supervision have been proposed. 
These are commonly known as the 
Wisconsin and Ohio plans. Both 
plans propose to set up a state insur- 
ance fund for protection against un- 
employment. Under the Wisconsin 
plan, a separate account is kept of 
the contributions of each employer, 
and the unemployed worker draws 
only on the account of his former 





employer or employers. Strictly 
speaking, this is not insurance. The 
Wisconsin plan is properly referred 
to as an unemployment reserve. 

The Ohio plan provides that the 
contributions be pooled in a single 
state fund ; that the employees as well 
as the employers pay premiums ; that 
the risk be spread over all workers 
and employers; that the fund be op- 
erated as a system of insurance. The 
advantages of the Ohio plan are that 
it requires the employees to pay prem- 
iums as well as the employers; that 
the benefits paid the unemployed are 
more adequate because of the pool- 
ing of risks and the employees’ con- 
tributions; and that it provides for 
the creation of a fund to provide 
maintenance for families without re- 
sort to charity or public relief. 

The Wisconsin plan adopts the 
theory that the employer be penalized 
for reducing the number of employed 
on what seems to be an assumption 
that payments the employer makes 
will cause him to provide steady 
work. 

e@e @ 

THIRD plan of voluntary un- 

employment insurance has been 
designed by McCready Pension En- 
gineers, Inc. This plan is based upon 
donations by the company and de- 
ductions from the wages of the em- 
ployees. The pension fund is placed 
in the custody of a bank or trust 
company as trustee, subject to the 
approval of the employing company. 
The funds in the hands of the 
trustees are to be invested in life 
insurance investments which are 
guaranteed by the life insurance com- 
panies as to both interest and prin- 
cipal. Of course, under such a plan, 
donations of the companies must be 
in such amounts as to insure the 
actuarial soundness of the program at 
all times. 

The voluntary plan will be useful 
pending the adoption of state plans 
and could without much difficulty be 
incorporated into the Wisconsin plan, 
[ have talked to some of the em- 
ployers and, of course, they all recog- 
nize that the plan is an experiment. 
They believe it to be sound and, as a 
matter of fact, some of the represent- 
atives of our insurance companies 
came in to say that they had investi- 
gated the matter thoroughly and had 
found the plan to be actuarially sound. 

It has been suggested that a plan 
might be devised which would cover 
single industries in any given state. 
Apparently this could be accom- 
plished through existing code organi- 
zations, since a single industry alone 
is covered. Such a system would be 

(Continued on Page 30) 











Bonds and Deposits 
(Continued from Page 16) 
ber of life insurance company failures 
involving at least one very sizeable 
company. 
eee 


NE reason for making the dis- 

crimination may be that in case 
of both liability and compensation in- 
surance the losses are payable to 
third parties. The person who is in- 
jured has no control over the insur- 
ance. That is placed by somebody 
else. The employee who works, 
knowing that he is liable to be injured, 
will have his future dependent on 
the future of a company which he 
did not select. If it is in perilous 
condition he cannot help it, but must 
take his chance. To be sure, there 
is no reason why he should expect 
there to be insurance, unless the law 
compels the insuring of the hazard. 
Compulsory insurance is fairly com- 
mon in Workmen’s Compensation 
Insurance: and the compulsory prin- 
ciple appears to be making headway 
in automobile insurance. On the other 
hand, the mere circumstance, that the 
state drives the employer or the auto- 
mobile owner to insure is not enough 
to indicate that the state owes fur- 
ther duty. It has already done much 
in giving the injured person a secur- 
ity he did not before possess. It has 
already done much to make that se- 
curity safe. It has passed upon the 
financial condition of the company. It 
has laid down rules as to assets and 
as to liabilities. It requires a detailed 
annual statement which it may audit. 
It makes regular examinations. It 
has a machinery of licensing whereby 
the unfit may be prevented from en- 
tering, or removed even after license. 
To say—with all this, we do not trust 
the companies we admit to do busi- 
ness ; they must give security for the 
payment of these obligations—is at 
once to criticize the effectiveness of 
their own regulations, and to mark 
it as superfluous. One day, should 
the bonding principle be extended, 
and carriers be required to give se- 
curity for the payment of everything, 
why go through the motions of reg- 
ulations designed to secure financial 
soundness ? 

The case of workmen’s compensa- 
tion stands perhaps on a special foot- 
ing. It is a so-called social insurance, 
actuated by fine humanitarian motives. 
The state, being responsible to a 
peculiar degree for the welfare of 
the workmen, who, in case he falls 
into want it must support, and whose 
body and vigor constitute an economic 
asset of the state, is perhaps under 
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some responsibility, moral or practi- 
cal, to see, not only that the law 
provides him an indemnity, but also 
that he gets it. 

There are two distinct types of 
compensation law. The one regards 
the obligation to pay compensation 
as one personal to the employer: and 
contents itself with imposing the ob- 
ligation upon him. The other regards 
the obligation as one which pertains 
to industry generally and effects this 
by forcing the employer into a sort 
of insurance plan. The common type 
of compensation act in this country 
is midway between the two. Gen- 
erally, the obligation is personal to 


- the employer: and even under state 


fund laws of the monopolistic type, 
there is in some cases a means pro- 
vided whereby an employer can at- 
tend to the obligation personally out- 
side the compensation insurance 
scheme. Attempts have been made 
to limit and to safeguard this per- 
sonal obligation: and to drive the 
employer to insurance indirectly 
rather than by mandatory fiat. Ex- 
cept in cases where insurance is com- 
pulsory, the act treats the obligation 
as that of the employee and builds up 
its remedial scheme on that basis. 
The employer may be summoned be- 
fore a court, or more commonly 
before an industrial commission. 
Awards are made. Then comes a 
series of provisions having to do with 
the collection of the award, the com- 
pelling of security for its payment: 
and these grow into the more general 
methods of inducing or compelling 
insurance, of means for making in- 
surance carriers pay, and lastly by 
acts of the kind under consideration, 
compelling the insurance carriers to 
give security for payment in advance. 

More specifically, the provisions of 
the laws which seek to give enforce- 
ment to the remedy provided by the 
laws are as follows: 

(a) The theory of the obligation. 


| the great majority of states, the 
obligation to pay compensation 
benefits is personal to the employer. 


Alabama—No. 245, Acts of 1919, Sec. 9 
Alaska—c. 25, Laws of 1929, Sec. 1 
Arizona—Revised Statutes 1928, Sec. 1421 
California—Laws 1917, c. 586 Sec. 6 


Colorado—Compiled Laws, 1921, Secs. 
4389-4399 

Connecticut—General Statutes, c. 280, Sec. 
5226 


Delaware—-Revised Code, c. 90, Sec. 5., 
Sec. 3193d, 3193y 
District of Columbia—P. 
Congress, Sec. 4 
Georgia—No. 814, Laws of 1920, Sec. 11 
Hawaii—c. 209, Revised Laws 1925, Sec. 


3604 


A. 419, 70th 
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Idaho—Comp. Sts. 1919, c. 236, Sec. 6213- 
6217 

Illinois—H. B. 841 of 1913, Sec. 1, 28 

Indiana—Acts of 1929, c. 172. Sec. 5 

lowa—Code 1931, c. 70, Sec. 1363 

Kansas—Laws 1927, c. 232, Sec. 1 

Kentucky—Carroll’s Kentucky Statutes, 
1930, c. 137, Sec. 4882 

Louisiana—No. 20, Sessions Acts of 1914, 
Sec. ; 

Maine—Revised Statutes, 1930, c. 55, Secs. 
9, 11, 12, 14 

Maryland—Code 1924, Art. 101, Sec. 14 

Michigan—Act 10, P. A. of 1912, Part 1 
Sec. 4 

Minnesota—General Statutes, 1923, c. 2 3 
A, Sec. 4239 

Missouri—H. B. 
sembly, Sec. 2 


112, 53rd General As- 


Montana—Revised Codes 1921, c. 213, Sec. 
2838 

Nebraska—Comp. Sts. 1929, Art. 1, c. 48, 
Sec. 48-148 


New Hampshire—c. 178. 
1926, Sec. 4 

New Jersey—c. 145. Laws of 1913 

New Mexico—c. 113, Laws 1929, Sec. 2 


Public Laws 


New York—c. 67, Consolidated Laws, 
Secs. 10, 25 
North Carolina—c. 120, Public Laws of 


1929, Sec. 10 
Ohio—(in case of self insurers only) Code 
1930, Sec. 1465-69 : 
Oklahoma—Statutes 1931, Sec. 13,351 
Pennsylvania—Laws 1915, Act 338 Sec. 301 
Rhode Island—General Laws 1923, c. 92, 


Sec. 1212 

South Dakota—Revised Code 1919, Secs. 
9437, 9438 

Tennessee—Code 1932, Secs. 6853, 6854 


United States—P. A., No. 803, 69th Con- 
gress, Sec. 4 (Longshoremen’s and Har- 
horworkers’ Act) 

Utah—Revised Statutes 1933, Sec. 42-1-43 

Vermont—c. 241, General Laws 1917, Sec. 
5768 

Virginia—Laws 1918, c. 400, Sec. 11 

West Virginia—(self-insurers only) Code 
1931, c. 23 Art. 2, Sec. 9 

Wisconsin—Statute 1931, c. 102, Sec. 102.03 


It is generally provided in these 
statutes that insurance does not dis- 
charge the employer’s obligation, and 
even when not specified this would 
doubtless be the case. When there 
is recognition of insurance in the act, 
there is more or less explicit recog- 
nition of the fact that the insurance 
carrier is primarily liable with an 
underlying liability of the employer 
in case the insurer fails. That is of 
course the practical effect of insur- 


ance. There is in the statutes of 
Alabama (Act 245, Acts of 1919, 
Sec. 30) and Minnesota (General 


Statutes 1923 c. 23A Sec. 4289) a 
statement to the effect that the insured 
employer is not liable except in the 
event of the insolvency of the insur- 
ance carrier. 

In some states, however, insurance 
may under some circumstances re- 
lieve the employer of all liability. 


California—c. 586, Laws 1917, Sec. 30e. 
(when notice of insurance is given by 
employer ) 

New York—Consolidated Laws, c. 67, Sec. 
53 (insurance in state fund) 

Pennsylvania—Laws 1915, Act 340, Sec. 20 
(insurance in state fund) 
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In the states having a monopolistic 
state fund, compulsory in character, 
and in the states of Massachusetts 
and Texas where insurance is a 
prerequisite to coming under the act, 
the employer by insuring escapes all 
personal liability. 


Massachusetts—General Laws 1921, c. 182, 
Secs. 25, 26, 52 

Nevada—c. 111, Statutes of 1913, Sec. 1, 
la, 3 

North Dakota—Compiled Laws 1913-1925, 
c. 5, Art. lla, Sec. 396, a, b 

Ohio—General Code 1930, Sec. 1465-69 

Oregon—Code 1930, Secs. 49-1810, 49-1814 

Texas—Revised Civil Statutes 1925, Art. 
8308, Sec. 182, Art. 8309, Sec. 2 

Washington—Remington’s Comp. Sts. 
Secs. 7673, 7676 

West Virginia—Code 1931, c. 23, Act 2, 
Sec. 6 

Wyoming 
124-103 


Sts. 1931, Sec. 124-102, 


Rev. 


(b) Legal means for enforcing the 
employers obligation. 


T is only in a few states that com- 

pensation is awarded by court ac- 
tion. More generally award is by an 
administrative official or commission. 
The award is not of course self-en- 
forcing. Failure to pay by the em- 
ployer may entail a serious penalty, 
which acts as a distinct incentive. But 
most states have provisions for the 
enforcement of awards by legal 
means. Writs of attachment are oc- 
casionally authorized. 


Alaska—c. 25, Laws of 1929, Sec. 26 

California—c. 586, Laws 1917, Sec. 18d 

Connecticut—General Statutes c. 280, Sec. 
5265 


It is more common to provide for 
the filing of an award in court and 
for the issue of judgment and execu- 
tion, or a general provision that it 
may be collected by action at law. 


Alabama—Act 245, Acts of 1919, Sec. 12b, 
26 

Alaska—c. 25, Laws of 1929, Secs. 20, 21, 
24, 25 

Arizona—Revised Sts. 1928, Sec. 1433 

California—c. 586, Laws of 1917, Sec. 21 

Colorado—Code 1921, Sec. 4401 

Connecticut—Genera! Statutes, c. 280, Sec. 
5251 

Delaware—Revised Codes c. 20, Act 5, 
Sec. 3193 m m 

District of Columbia—P. A. No. 419, 70th 
Congress, Sec. 18 

Georgia—No. 814, Laws of 1920, Sec. 60 

Hawaii—c. 209, Revised Laws 1925, Sec. 
3642 

Idaho—Compiled 
Sec. 6271 

Illinois—H. B. 841 of 1913, Sec. 19g 

lowa—Code 1931, c. 70, Sec. 1465 

Kansas—Laws 1927, c. 232, Secs. 29, 30 

Kentucky—Carroll’s Kentucky Statutes 
1930, c. 137, Sec. 4939 

Louisiana—No. 20 of 1914, Sec. 17, 33 

Maine—Revised Sts. 1930, c. 55, Secs. 40-41 

Michigan—No. 10, P. A., of 1912, Part 
III, Sec. 13 

Minnesota—General Statutes, 1923, c. 23 
A, Sec. 4318 


Statutes 1919, c. 236, 
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Missouri—H. B. 112, 53rd General As- 
sembly, Sec. 45 

New Hampshire—Public Laws, 1926, c. 
178, Sec. 25 

New Jersey—Laws of 1918, c. 149, Laws 
1915, c. 199 

New Mexico—c. 113, Laws of 1929, Sec. 13 

New York—Consolidated Laws, c. 47, Secs. 
25, 26 

North Carolina—Public Laws of 1929, c. 
113, Sec. 61 

Ohio—General Code Sec. 1465-74 

Oklahoma—Statutes 1931, Sec. 13365, 
13366, 13372 

Pennsylvania—Laws 1915, c. 338, Sec. 428 

Rhode Island—General Laws 1923, c. 92, 
Sec. 1238, 1243 

South Dakota—Revised Code, 1919, Sec. 
9475 

Tennessee—Code 1932, Sec. 6888 

Texas—Revised Civil Statutes 1925, Art. 

8307, Sec. 5a 

United States—P. A., 803, 69th Congress, 
Sec. 18 

Utah—Revised Statutes 1933, Sec. 42-1-56 

Vermont—General Laws 1911, Sec. 5809 

Virginia—Laws 1918, c. 400, Sec. 62 

Wisconsin—Statutes 1931, Sec. 102-20 

Indiana—Laws of 1929, c. 172, Sec. 62 


Ordinary legal process fits rather 
awkwardly into the schemes of com- 
pensation awards, which are only 
occasionally for lump sums, more 
generally for a series of payments, 
the term of which may be definite or 
indefinite, and which are subject to 
modification. An award could more 
readily be enforced by order of a 
court setting in equity. In two states, 
Maine and Rhode Island, contempt 
proceedings are indicated as a remedy 
in addition to judgment and execu- 
tion. Practically all statutes have 
provisions for a lien or a preference 
in favor of the injured employee 
against his employer, and in some 
cases against the insurance carrier. 
The statutes differ not a little in 
form. The more general form is to 
state that claims for compensation 
shall have the same preference or 
priority for the whole thereof, against 
the assets of the employee as is al- 
lowed for claims for unpaid wages 
of labor. In one or two cases the 
lien or preference are related to 
claims of the state for taxes. The 
breadth and simplicity of the pro- 
visions open up a whole series of 
possibilities as to the effect upon 
other liens or interests, and as to 
what happens when liens for both 
wages for labor and for compensa- 
tion are filed. In some statutes these 
possibilities are appreciated and pro- 
vided for. More generally they are 
not. A number of states have recog- 
nized that insurance premiums and 
loss payments have a very proximate 
relation, and provide a lien for unpaid 
insurance premiums. 

The value of the preference given, 
as regards bankruptcy proceedings, is 
open to some question. It has been 
held that compensation claims under 





the New York law are not debts, but 
stand on the same footing as decrees 
for alimony, and are not therefore 
provable in bankruptcy nor affected 
by a discharge in bankruptcy. 

Lane v. Industrial Commissioner. 54 
Fed. 2nd 338. 

If the analogy to alimony holds, 
then compensation claims are not 
provable even when in judgment. 

Audubon v. Shufeldt 181 U. S. 575. 

The preference given holds good 
in proceedings under state laws, such 
as the liquidation of an insurance 
company, provided that the statute 
may be considered as applying to such 
proceedings. A few of the statutes 


. explicitly give a preference in pro- 


ceedings against an insurance com- 
pany. 

On the whole, the preference and 
lien provisions leave something to be 
desired. 

References to statutes giving preferences 
and liens. 

Alabama—No. 245, Acts of 1919, Sec. 27 
Alaska—c. 25, Laws of 1929, Sec. 5 
Arizona—kevised Statutes, 1928, Secs. 

1433, 1437 
California—c. 586, Laws 1917, Sec. 24e 
Colorado—Code 1921, Sec. 4462 
Connecticut—General Statutes c. 280, Sec. 

52.0 
Delaware—Revised Code c. 90, Art. 5, 

Sec. 3193 m m 
District of Columbia—P. A. No. 419, 70th 

Congress, Sec. 17 
Georgia—No. 814, Acts of 1920, Sec. 21 
Hawaii—c. 209, Revised Laws 1925, Sec. 


3647 

Idaho—Compiled Statutes 1919, c. 236, 
Sec. 6276 

Illinois—H. B. 841, Session 1913, Sec. 21 

Indiana—Laws 1929, ¢. 172, Sec. 16 

lowa—Code 1931, c. 406, Sec. 11606, 11607 

Kentucky—Carroll’s Kentucky Statutes 
1930, c. 137, Sec. 4912 

Louisiana—No. 20, Sessions Acts 1914, 
Sec. 21 

— ee Statutes 1930, c. 55, Sec. 


Massachusetts—Acts 1928, c. 171 

Michigan—No. 10, P. A. of 1912, Part II, 

Sec. 2] 

Minnesota—General Statutes 1923, Sec. 
4287 

Missouri—H. B. 112, 53rd General As- 
sembly, Sec. 23 

Montana—Revised Codes 1921, c. 213, Sec. 
2928 

Nebraska—Compiled Statutes, 1929, c. 48, 
Sec. 48-151 

New Hampshire Public Laws 1926, c. 178, 
Sec. 34 

~ York—Consolidated Laws, c. 67, Sec. 

— Carolina—Public Laws 1929, c. 120, 
Sec. 

North Dakota—Comp. Laws 1913-1925, c. 
5 Act lla, Sec. 396 a8 

Ohio—General Code 1930, Sec. 1465-77, 
1465-88 

New Jersey—c. 90 Laws of 1911, Sec. 22 

—— oe Statutes 1931, Sec. 

Oregon—Code 1930, Sec. 49-1830, 49-1503 

Pennsylvania—Laws 1915, c. 338, Sec. 318 

Rhode Island—General Laws 1923, c. 92, 
Sec, 1235 

South Dakota—Revised Code 1919, Sec. 
9449 


(Continued on Page 25) 




















AUTO POLICY 


(Continued from Page 14) 


Court, the writer of the Illinois opin- 
ion said: 

“We have no doubt but that the average 
person purchasing insurance would under- 
stand from a reading of the provision of 
the policy herein that the sole risk sought 
to be excluded thereby was the operation 
of the insured’s automobile by a child 
under fifteen years of age, and would not 
realize that it was also intended thereby 
to include within such provision as to age 
the operation of the vehicle under the 
Chauffeur Statute. The provision under 
consideration is clearly an age limit as 
applied to the operation of motor vehicles 
generally. There is nothing in the policy 
definitely indicating that the age limit as 
used in the policy applied to chauffeurs. 
It obviously was an age limit applied to 
the operators of motor vehicles generally. 
If the insurer had contemplated that 
chauffeurs under eighteen years of age 
should fall within those excluded from the 
operation of motor vehicles an appropriate 
provision explicitly and definitely so stat- 
ing could readily have been written into 
the policy.” 

Despite the above language it may 
be that the Illinois Court was not so 
clear about the matter as it said it 
was, for about one-half of the opinion 
is devoted to deciaring that insurance 
contracts ought to be liberally con- 
strued in favor of the insured. In 
any event, the proposed Standard 
Form puts the matter beyond dispute 
by providing no coverage for the in- 
sured in the situation under discus- 
sion. The proposed policy reads as 
follows: 7 

“This policy excludes any obligation of 
the company while the automobile is being 
driven by any person in violation of any 
State, Federal or Provincial law as to 
age applicable to such person or to his 
occupation or by any person under the 
age of fourteen years.” 

It is hoped that this wording and 
particularly the use of the word “oc- 
cupation” will clearly indicate the in- 
tent of the policy. 


NOTHER improvement in the 

policy is the fruit of the Bru- 
stein case. That case was decided a 
couple of years ago by New York’s 
highest court. One Sol Pion injured 
a woman by the name of Brustein and 
she recovered a judgment from him 
for her injuries in the sum of $8,000. 
Mrs. Brustein’s husband then brought 
suit himself and got a judgment of 
about $2,500 for the loss of his wife’s 
services. Now Sol Pion’s insurer 
paid $5,000 to Mrs. Brustein which 
was its limit for injuries to one per- 
son. It contended that Brustein’s 
loss of his wife’s services was not a 
bodily injury. Brustein contended 


that it was and said that his judgment 
was covered because the policy pro- 
vided insurance in the sum of $10,- 
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000 for accidents causing two or 
more bodily injuries. The New York 
Court decided in favor of the insur- 
ance company and Brustein couldn’t 
collect his judgment. Immediately 
thereafter the Insurance Superintend- 
ent of New York ordered the com- 
panies operating in New York to en- 
dorse their policies in such manner 
that they would give the kind of 
coverage which the Court of Appeals 
said they didn’t give. While this was 
done in New York, the situation re- 
mained uncertain in other states and 
has remained uncertain to this day. 
The proposed Standard Policy ex- 
pressly incorporates the coverage just 
discussed in the insuring clause of 
the contract. The phrase used reads 
as follows: 


“Including damages for care and loss of 
services because of bodily injury.” 

Our company insured one of the 
motion picture producers in Holly- 
wood, and the complications in pol- 
icy coverage that arose from some of 
the accidents make the gyrations of a 
Mickey Mouse cartoon seem rather 
mild in comparison. In this case some 
employees of the Columbia Pictures 
Corporation were out on what the 
movie people call “location.” One 
Sparks, driving a Columbia truck, ran 
over another employee named Kaifer 
who was operating a camera. We 
carried the compensation coverage on 
the risk but not the automobile cover- 
age. Since the compensation benefits 
were comparatively small Kaifer sued 
Sparks and recovered a judgment of 
$10,000. Sparks had nothing, so Kai- 
fer then sued the Georgia Casualty 
Company, who carried the automobile 
coverage, to satisfy his judgment. 
Sparks was an “assured” under the 
clause in the Columbia policy com- 
monly known as the “Extended 
Coverage or Omnibus Clause.” The 
Georgia Casualty Company admitted 
that Sparks was an “assured” but 
contended that an exception to that 
clause nullified coverage. That ex- 
ception read as follows: 

“This policy does not cover injuries to 
any employee of the assured engaged in 
the business of the assured.” 

But, replied Kaifer, the injured 
man: 

“T am not an employee of the assured. 
I am exclusively and solely employed by 
the Columbia Pictures Corporation.” 

“The policy,” continued Kaifer, “ex- 
pressly defines the unqualified word 
‘assured’ to include both the Columbia 
Corporation and Sparks also. Since I am 
not employed by both Sparks and the 
Columbia Corporation, I am not employed 
by the assured, but simply employed by 
the Named Assured.” 

The United States Court of Ap- 
peals upheld Kaifer’s position and 
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affirmed the judgment. It is believed 
that the proposed Standard Policy 
will effectively exclude coverage in 
cases like the one just described. In 
other words, the new policy intends 
to prohibit one employee of a cor- 
poration suing another employee of 
the same corporation. The possibil- 
ity of collusion is very great and 
most injured employees merely use 
the compensation insurance provided 
by their employer to finance another 
suit against their employer’s auto- 
mobile carrier. 


ET us now glance briefly with- 

out the tedious digest of deci- 
sions at a few of the many improve- 
ments in the new policy. By express 
provision coverage is automatically 
extended to cover newly purchased 
cars where the insurer has been insur- 
ing all the cars of the policyholder. 
The new form covers newly acquired 
cars as of date of delivery substan- 
tially as follows: 


1. If the company covers all auto- 
mobiles owned by the Named Insured. 


2. If the company does not cover all 
automobiles owned by the Named Insured 
the insurance shall apply only to such 
other automible if it replaces an auto- 
mobile described in the policy. 

3. Insurance on the replaced car termi- 
nates immediately. 

4. This “Automatic Coverage Clause” 
does not apply (a) with respect to any 
loss against which the Named Insured has 
other insurance nor unless (b) the Named 
Insured notifies the company within ten 
days following the date of delivery of 
such other automobile, and (c) pays any 
additional premium required to cover such 
automobile. 

At the present time most policies 
contain nothing on this subject with 
the result that competitive factors 
aloné determine the fate of the in- 
sured in the event of accident with a 
newly purchased car. If his business 
is worth a great deal to the insurer 
he will probably be given coverage ; 
if not, he will be out of luck. One 
expression in the policies generally in 
use at the present time has been pro- 
ductive of much litigation and has 
been changed in the Standard Con- 
tract. I refer to the phrase granting 
insurance to any one “‘legally operat- 
ing” the insured car with the per- 
mission of the insured. That phrase 
“legally operating” has been said by 
many companies to nullify coverage 
if the car driver was intoxicated or 
violating other traffic statutes. The 
Standard Policy obviates any such 
contention by merely saying that in- 
surance is granted to others in addi- 
tion to the insured if they are using 
the car with the insured’s permission. 


Perhaps it should be added that the 
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coverage now generally granted un- 
der the “Extended Coverage Clause” 
is in one respect restricted by the 
proposed policy. Today coverage 
follows any one driving a car with 
the insured’s permission or with the 
permission of any adult member of 
the insured’s household. The new 
contract requires the permission to be 
given by the insured himself or by 
any agent for him but does not grant 
coverage when the permission pro- 
ceeds solely from any adult member 
of the family. The reason for this 
restriction is a pretty good one. Ifa 
man knows his son is a careful 
driver but that his friend is an in- 
competent or drunken driver, the son, 
although a member of the insured’s 
family, no longer has power to grant 
coverage to his friend if the father 
forbids him to allow the friend to 
drive the car. 
ee @® 


NE of the most annoying and, 

where successful, one of the 
most expensive things the companies 
have had to contend with in recent 
years has been the growing practice 
of allowing the plaintiff to join the 
insurer as a co-defendant in a suit 
against the policyholder, The new 
policy takes care of this by forbidding 
it in very precise language. Of course, 
if a legislature expressly authorizes 
it as in Wisconsin the policy provision 
must give way to the statute. The 
Wisconsin statute is, | believe, pecul- 
iar to that state so the new policy 
really accomplishes something in this 
regard. 

Most of you gentlemen are familiar 
with the provision which forfeits 
coverage when the insured is carry- 
ing passengers for a consideration. 
Your are also familiar with the fact 
that the provision has proven quite 
worthless because the courts have 
generally held that carrying pas- 
sengers was intended to include only 
those cases where the insured did it 
as a regular business or where he 
occupied the status of a common 
carrier. We hope the new provision 
will not be so susceptible to judicial 
destruction for we have substituted 
the word “persons” for the word 
“passengers.” Not long ago an in- 
genious lawyer for some insured 
argued that his client was not engaged 
in such a speed contest as would for- 
feit his coverage because the insured 
and the other driver were just driving 
parallel to each other in the same 
direction and both just started to see 
which could beat the other. He said 
that the prohibition of speed contests 
in the policy meant prearranged speed 
contests such as planned automobile 
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races and performances of that kind. 
He won his point and to clarify the 
matter the new policy has adopted his 
exact language. In other words, 
coverage cannot be denied except 
where the speeding takes place in a 
prearranged contest. [ am suspicious 
that this alteration is proof that mere 
change is not necessarily improve- 
ment. 

Everyone handling casualty claims 
is familiar with the uncertainty re- 
garding many of the expenses in- 
curred in the preparation of a suit 
for trial. Here again the present con- 
fusion is removed by clarifying the 
contract. The difficulties I refer to 
arise from the attempt to apply the 
so-called “Cooperation Clause.” Here- 
tofore that clause has usually read as 
follows: 

“The Insured shall cooperate with the 
company and upon the company’s request, 
shall assist in effecting settlements, secur- 
ing and giving evidence, obtaining the 
attendance of witnesses and in the conduct 
of suits. 

e® e@ @ 

T first glance this clause seems 
A satisfactory to all parties con- 
cerned, but what about the case of an 
insured who resides in California, 
tours the East, has an accident in 
New York, returns home to Califor- 
hia and is requested to attend the trial 
in New York at a later date? Will 
the company supply the money for 
the traveling expenses, and if it de- 
clined to do so has the insured not 
agreed under the terms of the con- 
tract to “secure and give evidence,” 
and how can he give satisfactory evi- 
dence unless he attends the trial? The 
proposed Standard Form answers this 
for the policyholder in this way: 

“The insured shall cooperate with the 
company and, upon the company’s request, 
shall assist in effecting settlements, secur- 
ing and giving evidence, obtaining the at- 
tendance of witnesses, and in the conduct 
of suits, and the company shall reimburse 
the insured for any expenses other than 


the loss of earnings incurred at its request.” 


In calling your attention to this new 
wording emphasis is placed on the 
fact that the company now agrees to 
reimburse the insured for any ex- 
pense other than loss of earnings in- 
curred at the company’s request. The 
word “any” may prove to be expen- 
sive unless you gentlemen make cer- 
tain that such expense, when in- 
curred, is reasonable. 

In most policies in use at the pres- 
ent time there is also a provision stat- 
ing that the insured shall not volun- 
tarily assume any liability, settle any 
claim and incur any expense other 
than that for immediate surgical re- 
lief. Some policyholders, injured as 
a result of their own carelessness, 
obtain medical or surgical relief and 





then demand that the company reim- 
burse them under the “immediate 
surgical relief clause.” The new 
Standard Form Clarifies this and 
provides “for such immediate medical 
and surgical relief to others as shall 
be imperative at the time of the ac- 
cident.” The two words “to others” 
clearly informs all concerned that it 
is not intended to be a personal ac- 
cident policy and that the insured 
cannot be reimbursed for his own 
carelessness, 
e® @e@ 


HERE is only one more feature 

of the new policy that I will call 
to your attention. At present if an 
individual policyholder dies or a cor- 
poration is adjudged insolvent or 
bankrupt, the effect on the insurance 
is highly uncertain. As a matter of 
fact, most policies in use duly provide 
that the policy shall immediately ter- 
minate if the business of the assured 
is placed in the hands of a receiver, 
whether such action be voluntary or 
otherwise. Very few policies make 
mention of the coverage in effect if 
the Named Assured dies. An attempt 
has been made to remedy this in the 
Standard Form by expressly grant- 
ing coverage to the legal representa- 
tive of the deceased or the trustee in 
bankruptcy for the unexpired term of 
the policy. Of course, the company 
retains the right to cancel the legal 
representative’s coverage, just as it 
had the right to cancel the coverage 
of the assured. In passing it may be 
noted that the Committee were 
agreed that the words “legal repre- 
sentative” as applied to an individual 
policyholder’s coverage are somewhat 
obscure and, therefore, somewhat 
unsatisfactory. But it is the intention 
of the companies, I believe, to extend 
coverage to immediate members of 
the policyholder’s family in the event 
of his death for at least thirty days, 
and it was felt that the new wording 
was at least better than leaving the 
matter hang in the air as in the case 
with the policies now in force. 

eee 


i conclusion let me add that the 
New Standard Form, if used 
throughout the country, should prove 
an important advantage to the general 
public because it gives them a ready 
means of knowing whether they are 
being sold a contract which is worth 
buying or a contract which merely 
masquerades as an insurance policy. 
It is amazing what a variety of sub- 
standard policies are still being dis- 
tributed by high pressure salesman- 
ship and as a consequence the average 
citizen today has no yardstick to help 
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Bonds and Deposits 


Continued from Page 22) 


Tennessee—Code 1932, Sec. 6868 

United States—P. A. 803, 69th Congress, 
Sec. 17 

Utah—Revised Statutes 1933, Sec. 42-1-59 

Vermont—General Laws 1917, Sec. 5814 

Virginia—Laws 1918, c. 400, Sec. Z1 

Washington—Remington’s Compiled Stat- 
utes, Sec. 7682 

Wisconsin—Statutes 1931, Sec. 102-28 


(c) Administrative and statutory 
means for securing the performance 
of the obligation to pay compensation. 

PROVISIONS for the pay- 
l e ment of the commuted value of 
compensation claims to a trustee. 

This appears in several forms. In 
some statutes it is usually a permis- 
sion to the employer to get rid of a 
compensation claim by paying its 
present or commuted value in a lump 
sum to a trustee and thereby avoid 
all further liability. In others it is 
in the form of a power to the indus- 
trial commission to require such pay- 
ment. Occasionally a statute provides 
as an alternative to deposit, the pur- 
chase of an annuity; a practice which 
in Canada is said to be fairly com- 
mon, 

A provision of this sort is desirable 
where the commission is called on to 
deal with individual employers. In 
such cases, the solvency of the em- 
ployer throughout the period over 
which a compensation claim will run 
is a very material matter. It is im- 
practicable for a commission to watch 
the solvency of individuals, and a try- 
ing matter to deal with employers 
who delay or palter with the pay- 
ments. In such cases, calling for the 
deposit of the whole sum removes all 
possible doubt or question. In case 
of insured claims it is not important 
save in the event there is question as 
to the solvency of the carrier. 

It can be applied however only to 
claims where it is possible to deter- 
mine the commuted value with rea- 
sonable certainty. The statutes differ 
very widely as to the percentage used 
in making commutations. In some 
cases this is so liberal as to amount 
to a real inducement, more, indeed. 
than the fund could earn if invested 
in sound securities. 

Citations of the statutory provi- 
sions have already been given, 

2. Provisions designed to ensure 
the employer’s personal ability to pay 
compensation benefits. 

The most common of these is the 
requirement of a permit to self-in- 
sure, the alternative to obtaining this 
permission being a requirement to 
carry insurance. 

There are very few states which 
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have not felt the necessity of intro- 
ducing provisions of this kind. Pro- 
visions discussed under the preceed- 
ing section fulfill a useful purpose, 
but are applicable only to the larger 
and more definite claims: and even as 
to those, require a constant watch on 
the part of the administrative board 
if they are to furnish anything like 
adequate protection. States having 
no self-insurance qualification provi- 
sions are Alabama, Alaska, Louisiana, 
and, of course, the states of Massa- 
chusetts, Nevada, North Dakota, 
Oregon, Texas, Washington and 
Wyoming, where self-insurance is not 
permitted. 

The permit to self-insure may be 
in most states granted merely upon 
producing proof satisfactory to the 
Industrial Commission or the insur- 
ance commissioner, of financial ability 
to pay compensation direct. 

A number of states give the com- 
mission power in addition to require 
the deposit of acceptable security, i 
demnity, guarantee or bond, and oc- 
casionally a power to approve means 
not stated. 

The power to grant permits is gen- 
erally left highly discretionary: but 
states which have granted such per- 
mits freely have usually learned by 
sad experience that it is a dangerous 
policy. In one state, having a num- 
ber of coal-mine risks, self-insurance 
permits were granted rather freely: 
with the result that they were con- 
fronted with a number of cases in- 
volving a considerable number of 
catastrophe losses with no tangible 
assets on the part of the employer 
except a mine wrecked by explosion. 


ENERALLY _ speaking, some 
G power to permit self-insurance 
is desirable. States which do not per- 
mit it have developed troublesome 
cases of risks which could not obtain 
insurance through the ordinary chan- 
nels. Even a state operating on the 
state-fund plan may discover risks 
very costly for the state fund to 
carry. There is in addition a strong 
feeling on the part of some employers 
that an improved industrial condition 
results if they are permitted to ad- 
minister the compensation act them- 
selves. On the other hand, there are 
employers who desire the privilege 
simply and solely to save money, both 
through avoidance of the insurance 
charges, and through being able to 
settle claims on a favorable basis. 

Self-insurance provisions may he 
cited as follows: 
Arizona—Revised Statutes 1928, Sec. 1422. 


Self-insurer must present satisfactory 
proof of financial ability. Industrial 
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Commission may in addition require a 
deposit or other security ‘nm an amount 
to be fixed by the commission, but not 
less than $100.000 

California—Acts of ‘1917, c. 586, Sec. 29a. 
Certificate to be given on proof of finan- 
cial ability. Commission may require in 
addition the deposit of bond or securities 
in an amount to be fixed by the com- 
mission. 

Colorado—Code 1921, Sec. 4403. 
Permit may be issued in discretion of 
commission. 

Connecticut—General Statutes 
5255. 
‘Qualification is either by furnishing sat- 
isfactory proof of financial ability or by 
filing security guaranteeing the perfor- 
mance of the obligations of the law. 

Delaware—Revised Code c. 90, Art. 5, Sec. 
3193Z. 
Qualification is by proof of financial 
ability: but a self-insurer must pay over 
his full liability under any agreement or 
award to a savings bank or trust com- 
pany as trustee. 


c. 280, Sec. 





P. A. No. 419, 70th 

Congress, Sec. 32(Z) 

Qualification is by proof! of financial 
ability. The commissioner may as a con- 
dition require the filing of an indemnity 
bond or securities. 

Georgia—No. 814, Acts of 1920, Sec. 66. 
Qualification on proof of) financial abil- 
ity. Commission may also tequire deposit 
of additional security, indemnity or bond. 

— Laws 1925, c. 209, Sec. 


Oualification by deposit of security sat- 
isfactory to board, or by furnishing 
proof of financial ability. 
Tdaho—Compiled Statutes 1919, c. 
Sec. 6278. 
Oualification by deposit of security sat- 
isfactory to the board. This may consist 
of a surety bond or indemnity contract. 
Tllinois—No. 841 of 1913, Sec. 26 
Qualification hv filing sworn statement 
showing financial ability, or by furnish- 
ing security, indemnity or bond or other 
method satisfactory to the commission. 
Indiana—Laws 1929, c. 172, Sec. 68. 
Oualification by proof of financial ability. 
Board mav require deposit of acceptable 
security, indemnity or bond. 
Towa—Code 1931, c. 70. Sec. 1477. 
Qualification hv proof of financial ability. 
or by deposit of security. 
Kansas—Laws 1927, c. 232, Sec. 2. 
Oualification by proof of financial ability. 
Kentucky—Carroll’s Kentucky Statutes, 
1931. c. 137, Sec. 4946. 
Oualification by proof of financial abil- 
itv. Board may reauire deposit of ac- 
ceptable securitv. indemnitv or bond. 
Louisiana—(Provisions held unconstitu- 
tional. In re Southern Oil Co. 86 So. 
856. Schner v. Mader 97 So. 34.) 
Maine—Revised Statutes 1930, c. 55, Sec. 
6 (TIT) 
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Oualification by proof of financial ability 
and the deposit of cash, satisfactory 
securities or hond. 

— oo Code 1924, Act 101, Sec. 
Oualification on proof of financial abil- 
ity. Commission may require deposit of 
securities or bond. 

Michigan—No. 10, P. A. of 1912, Part TV, 
Sec. 1. 

Qualification by proof of financial ability. 

Minnesota—General Statutes 1923, c. 123A, 
Sec. 4288. 

Qualification on proof of financial abil- 
ity. Commission may require furnishing 
of security. 

Missouri—H. B. 112, 
sembly, Sec. 25. 


53rd General As- 
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Qualification on proof of financial ability. 

Montana—Revised Codes 1921, c. 213, 
Secs. 2971-2976. 

Qualification either by proof of financial 
ability, or by deposit or bond. 

Nebraska—-Compiled Statutes 1929 c. 48, 
Sec. 48-146. 

Qualification by proof of financial abil- 
ity. Commissioner may require deposit 
of securitv, indemnity or bond. 

New Hampshire—Public Laws 1926, c. 
178, Sec. 4. 

Qualification by proof of financial abil- 
ity, or by filing bond. 

New Jersey—Laws 1917, c. 178, Sec. 3. 
Qualification by proof of “permanence of 
financial standing.” 

New Mexico—-Laws 1929, c. 113. 
Qualification on proof of financial sol- 
vency. 

New York—Consolidated Laws, c. 67, 

Sec. 50, Par. 3. 
Qualification by proof of financial abil- 
itv and by deposit of securities in amount 
fixed by commissioner. Self-insurer may 
be required also to pay commuted value 
of awards into state fund. 

North Carolina—Public Laws 1929, c. 120, 
Sec. 67. 

QOualitication by proof of financial abil- 
ity. Commission may require deposit of 
acceptable security, indemnity or bond. 

Ohio—General Code, 1930, Sec. 1465-69, 
69a. 

Qualification by proof of financial abil- 
ity. Commission may also require secur- 
ity or bond. : 

Pennsylvania—Laws 1915, No. 338, Sec. 
Qualification on proof of financial abil- 
ity. 

Rhode Island—Qualification (a) by proof 
of financial ability (b) by depositing 
security, indemnity or bond (c) by a 
combination of the foregoing. 

South Dakota—Revised Code 1919, Sec. 
9482. 

Qualification by proof of financial abil- 
ity. 

Tennessee—Code 1932, Sec. 6895. 
Qualification by proof of financial abil- 
ity and by the deposit of acceptable 
security or bond. 

United States—P. A. No. 803, 69th Con- 
gress, Sec. 32. 

Qualification by proof of financial abil- 
ity. Commission may require deposit of 
indemnity bond or securities. 

Utah— Revised Statutes 1933, Sec. 42-1-44. 
Qualification by proof of financial abil- 
ity. Commission may require deposit 
of acceptable security, indemnity or 
bond. 

Vermont—General Laws 1917, Sec. 5816. 
Qualification (1) by guarantee insurance 
(Z) by deposit of bond or other security 
(3) by proof of tinancial responsibility 
(4) by denosit of money in bank to joint 
account of employer and insurance com- 
missioner. 

Virginia—Laws 1918, c. 400, Sec. 68. 
Qualification by proof of financial abil- 
ity. Commission may require deposit of 
acceptable security, indemnity or bond. 

West Virginia—Code 1931, c. 23, Act 2, 
Sec. 9. 

Qualification by proof of financial re- 
sponsibility or by furnishing bond or 
other security. 

Wisconsin-—-Statutes 1931, Sec. 102-28. 
Qualification by proof of financial ability. 
Commission may require furnishing of 
security. 


3. Provisions requiring insurance 
by the employer. 
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All but one or two laws contain an 
insurance provision. Insurance is not 
a necessary feature of a compensation 
act, but has so many practical advan- 
tages that it appears in one form or 
another most persistently. The ex- 
treme collectivistic view, that the duty 
to provide compensation benefits is 
not one to be imposed on the indivi- 
dual employer but one to be imposed 
on industry generally, entails an in- 
surance plan as the necessary mech- 
anism for distributing the burden. 
Without going to this extreme, in- 
surance has merit from all stand- 
points. The employer needs insur- 
ance. The compensation hazard has 
a strong casual element which neces- 
sarily is greater, the smaller the risk. 
Compensation losses entail a mech- 
anism for investigation, settlement of 
claims, attending hearings, furnishing 
medical services and paying of bene- 
fits, which in case of a small con- 
cern is a costly thing to set up, and, 
due to the lack of a specially trained 
personnel, tends to be inefficient. All 
these needs are met by the insurinz 
of the hazard. From the standpoint 
of the employee, there is first of all a 
gain in security. An insurance com- 
pany is not immune from disaster, 
but is exempt from many of the 
perils of commercial and industrial 
enterprises, is under constant super- 
vision, and practically never goes into 
liquidation so hopelessly impaired as 
to prevent ultimate payment of the 
outstanding losses, either in full or 
in large part. The employer reaps 
the benefit of an adjustment of claims 
by experts. Losses are quickly set- 
tled and payments regularly made. 
The insurance carrier can command 
no more than a fair consideration of 
its side of the matter before indus- 
trial commissions and courts; and 
commissions and insurance depart- 
ments have excellent facilities for 
enforcing strict compliance with laws, 
rules and regulations. A company 
which does business on a license re- 
vocable at will and renewable an- 
nually, as is the case with all carriers 
not of the home state, is bound to be 
on good behavior. And as to the 
state itself, these facts, and the han- 
dling of compensation cases by a 
trained personnel, relieve the commis- 
sion of a great burden. Instead of a 
multiplicity of employers, difficult to 
judge as to solvency and almost im- 
possible to discipline, there are a lim- 
ited number of carriers, whose finan- 
cial condition can be at all times 
proven, and eminently subject to dis- 
cipline. Business goes off more 
smoothly, hearings are more expedi- 
tiously conducted, agreements more 
easily reached. The frequent appear- 
ance of insurance provisions in com- 


pensation acts is therefore readily 
understood. 


HESE provisions differ consid- 

erably in degree. In the states 
of Nevada, North Dakota, Oregon, 
Washington and Wyoming, insur- 
ance is effected through a monopolis- 
tic state fund, to which all employers 
coming within the act must belong. 
There is no self-insurance. 

In the states of Ohio and West Vir- 
ginia, there are also monopolistic state 
funds, but employers may also qualify 
as self-insurers. In Ohio, a self-in- 
surer must, however, make certain 
contributions to the state fund. 

In the states of Massachusetts and 
Texas, an employer to bring himself 
within the act must insure. There is 
no state fund. Each state has erected 
by statute a mutual insurance carrier 
operated by its members like any mu- 
tual carrier, but with some peculiari- 
ties away from its act of organization. 
But insurance in other private car- 
riers is permitted. 

The states of Arizona, California, 
Colorado, Idaho, Maryland, Michi- 
gan, Montana, New York, Oklahoma, 
Pennsylvania and Utah, have set up 
state funds. Insurance may be placed 
in these funds or with private car- 
riers though it is common to require 
that public bodies must insure in the 
state fund, and insurance in the state 
fund in certain states operates to free 
the employer of personal liability. In 
all states self-insurance is permitted. 

In other states, with the exception 
of Alabama, Alaska and New Hamp- 
shire, which have no insurance provi- 
sions, and Louisiana, where the se- 
curity provision was held unconstitu- 
tional, employers are required either 
to insure or to qualify under the law 
as self-insurers. 

Failure to comply with the security 
provisions usually entails a severe 
penalty—a fine, an increase in the 
amount of compensation benefits, or 
a liability to action at law for dam- 
ages added to the liability to pay com- 
pensation. 

With or without a law, insurance 
of the compensation hazard is a very 
practical necessity for most risks: 
and indeed, there has appeared in sev- 
eral states legislation designed to com- 
pel carriers to accept risks. On this 
it may be appropriate to comment 
that some risks are so bad that they 
ought not to receive insurance. Apart 
from these, which are few, the great 
majority of cases which complain 
that they cannot get insurance are 
cases where the employer does not 
wish to pay the premium, and desires 
to establish an excuse for not com- 
plying with the insurance provisions. 











Statutory reference to insurance 
provisions are: 


Arizona—Revised Statutes 1928 Sec. 1422 
California—Acts 1917 c. 586 Sec. 29a, 29b, 


29c 
Colorado—Code 1921, Sec. 4395, 4401 
ae Statutes c. 280, Sec. 
Delaware—Revised Code, c. 90, Art. 5, 
Sec. 3193z 
Dist. of Columbia—P.A. No. 419, 70th 
Congress Sec. 32 
Georgia—Acts of 1920, No. 814, Sec. 66 
Hawaii—Revised Laws 1925, c. 209, Sec. 


3649 
Idaho—Compiled Statutes 1919, c. 236, 
Sec. 6278 


Tllinois—H.B. 841 of 1913, Sec. 26 

Indiana—Laws 1929. c. 172. Sec. 68, 69 

Iowa—Code 1931, Sec. 1467, 1477 c. 4, 
1479 

Kansas—Laws 1927 c. 232 Sec. 32 


Kentucky—Carroll’s Kentucky Statutes, 
1930, c. 137 Sec. 4946 

Louisiana—No. 20, Sessions Acts 1914 
Sec. 22 (Held unconstitutional. See 


note under self-insurers) 

Maine—Revised Statutes 1930 c. 55 Sec. 
6 (T) 

Maryland—Ann. Code 1924, Act 101, Sec. 
15 

Massachusetts—General Laws, c. 152, Sec. 
t, var. 6. 7 

Michigan—No. 10, P.A. of 1912 Part IV 
Sec. 1 

Minnesota—General Statutes 1923 c. 23 a 
Sec. 4288 

Missouri—H.B. 112, 53rd General Assem- 
bly, Sec. 25 


Montana—Revised Codes 1921, c. 213 Sec. 
2978 

Nebraska—Compiled Statutes 1929 c. 48 
Sec. 48.146 


Nevada—Statutes 1913. c. 111, Sec. 21 

New Tersev—Laws 1917. c. 178 

New Mexico—Laws 1929, c. 113. Sec. 3 

New York—Consolidated Laws c. 67 Sec. 
50 

North Carolina—Public Laws 1929, c. 120 
Sec. 67 

North Dakota—Compiled Laws 1913-1925, 
c. 5. Art 11A Secs. 366 a 6 396 a 11 

Ohio—General Code 1930, Sec. 1465-69, 
1465-69a 

Oklahoma—Oklahoma Statutes 1931, Sec. 
13.374 

Oregon 
49-1830 

Pennsvlvania—Acts 1915. No. 338 Sec. 305 

Rhode Tsland—General Laws 1923, c. 92 
Sec. 1262 

South Dakota 
9482 

Tennessee—Code 1932 Sec. 6895 

Texas—Revised Civil Statutes 1925, Art 
8308, Art 8309 Sec. 2 

United States—P.A. 803, th Congress, 
Sec. 32 

Utah—Revised Statutes 1933. Sec. 42-1-44 

Vermont—General Laws 1917 Sec. 5816 

Virginia—Laws 1918, c. 400 Sec. 68 

Washineton—Remington’s Compiled Stat- 
utes Sec. 7676 

West Virginia—Code 1931 Act 2 Sec. 9 

Wisconsin—Statutes 1931 Sec. 102-28 


Code 1930, Sec. 49-1824, 49-1825, 


Revised Code 1919, Sec. 


4. Provisions designed to make 
secure the employee’s insurance. 

As previously intimated, there is 
on the statute books a considerable 
body of law designed to make insur- 
ance carriers secure for the insuring 
public. Each state has an insurance 
department and while in some cases 
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these are chiefly concerned with regis- 
tration, licensing of agents and above 
all collecting fees and taxes, most of 
the states perform a_ supervision 
directed at securing the financial in- 
tegrity of carriers authorized to write 
insurance in their states. What with 
provisions regulating the minimum 
capital stock, the method in which it 
shall be paid; provisions calling for 
deposits, for licenses, for annual 
statements for regulating and deter- 
mining assets and liabilities, for con- 
trolling the maximum risk, for regu- 
lating reinsurance, for examinations, 
for revocation of licenses and begin- 
ning of liquidation proceedings, there 
is considerable statutory assurance 
that insurance companies shall be sol- 
vent provided the laws are enforced. 
The business is done with a maximum 
of publicity. Every company has 
access to the statements filed by its 
competitors, and can form a very 
shrewd guess as to the company’s 
condition. Insurance failures seldom 
come as matter of surprise, and the 
best tribute to the effectiveness of the 
supervisory mechanism is that insur- 
ance failures are rare. Even in the 
severe storm that has raged during 
the past series of years, the percent- 
age of loss to policvholders through 
failure of insurance companies has 
been very small. 


None the less, failures do occur, 
and it was not to be expected that the 
writers of compensation _ statutes 
would overlook this possibility. 


(1) In some states the carrier 
must be approved by the Industrial 
Commission, in addition to the licens- 
ing provision of the insurance law. 


Alabama—Act of 1919 No. 245 Sec. 30 

Delaware—Revised Code c. 90 Art 5 Sec. 
31932 

Dist. of Columbia 
Congress Sec. 32 

Idaho—Compiled Statutes 1919, c. 236 Sec. 
6278 

Illinois—Acts of 1913 No. 841 Sec. 26a 
(this authorizes board to order a carrier 
to discontinue writing workmen’s com- 
pensation) 

Towa—Code 1931 c. 72 Sec. 1467 

United States—P.A. 803, 69th Congress 
Sec. 32 

Arizona and Utah—have a_ provision 
broader in character, making carriers of 
workmen’s compensation subject gen- 
erally to the rules and regulations of the 
Industrial Commission. 

Arizona—Revised Statutes 1928 Sec. 1422 

Utah—Revised Statutes 1933 Sec. 43-3-38 
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IT. The financial standards of. the 
insurance laws are generally regarded 
as sufficient. Arizona has a provision 
requiring a carrier of workmen’s 
compensation to have $500,000 capital 
and $100,000 surplus, or in case of a 
mutual company a surplus of $600.- 
000. In addition it regulates the 
reserves. 
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Revised Statutes 1928 Sec. 1422 

Idaho has a very broad power in 
the industrial accident Board to regu- 
late capital stock, surplus and re- 
serves of carriers writing compensa- 
tion insurance. 


Compiled Statutes 1919 Sec. 6278 


These are the only cases, and apply 
to a very limited volume of compen- 
sation premiums. Private insurance 
of compensation hazards is not exten- 
sive in either state. 


III. Provisions as to the deposit 
of insured obligations with trustees 
or with public officials have been 
already noted. In some cases these 
affect the insurance carrier only be- 
cause it is one of the obligations of 
the employer. In other cases, the 
carrier is directly mentioned. The 
appropriate form here is not a statute 
calling for the deposit of the com- 
muted amount of a single obligation, 
but the deposit of the present value 
of all outstanding obligations. 


Colorado—Code 1921 Sec. 4465 
Delaware—Revised Code Art 5 Sec. 31132 
Idaho—Compiled Statutes 1919 c. 236 Sec. 
6278 (this is notable in that the provision 
applies to the state fund) 
Massachusetts—General Laws c. 152 Sec. 
57 (applies to domestic companies ) 
*New York—Consolidated Laws c. 67 Sec. 
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Oklahoma—Oklahoma Statutes 1931 Sec. 
13365 

Montana—Revised Codes 1921, c. 213 Sec. 
215 


IV. The qualifying bond or de- 
posit provisions. 
These have already been noted. 


HIS general view of the situation 

indicates fairly well the extent to 
which the several states have gone in 
protecting the employee in compen- 
sation cases. It has bearing on the 
matter under discussion as indicating 
whether the requirements of a qual- 
ifying bond or deposit is necessary or 
desirable. ’ 


(a) The extent to which a state may 
require an individual to be secured in the 
rights given by a remedial statute is doubt- 
less bounded only by the state’s discretion. 
There is however a consideration which 
should be given to the rule of reason. 
Reasonable security should be given, no 
doubt. What is the employee’s security? 
Well to begin with, in most states there 
is the securitv of the general credit of the 
employer. That does not apply, of course, 
in a state where the employer is not 
directly liable for compensation benefits; 
but as has been said most states make him 
directly liable. Most states permit the 
emplover under some considerations and 
conditions, often at the discretion of an 
administrative board, to carry his own 
insurance or in other words to be solely 
responsible for the payment of compensa- 
tion benefits. His solvency is the em- 
plovee’s sole security. 

If on top of that, an employer is re- 
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quired to make deposit or furnish indem- 
nity, that constitutes a second security. If 
he is required to insure, that also con- 
stitutes a second security. The employee 
has now two strings to his bow: his em- 
ployer and the deposit or the insurance. 


To impose in addition upon the insurer 
the necessity of giving bond or making 
deposit has the effect of giving the em- 
plovee three strings to his bow—his em- 
ployer, his employer’s insurer, and the in- 
surer of his employer’s insurer. There is 
but little excuse for this heaping up of 
security upon security in a state which at 
the same time permits an employer to self- 
insure. 


In a state like Massachusetts, where the 
emplover has no personal responsibility, 
there seems some excuse for this addi- 
tional protection, but states in the position 
of Massachusetts are few. Massachusetts 
is furthermore consistent in not permitting 
self-insurance. 


(b) The practical situation created by 
such a law is, to bring about the existence 
of verv large bonds or very large deposits. 
Large bonds are a potential menace, par- 
ticularly under economic conditions which 
might cause a number of these bonds to 
become due and pavable at one and the 
same time. The stock carriers have ample 
facilities for writing such bonds and for 
reinsuring them if necessary. The mutual 
carriers are not so fortunately situated: 
and have been under the practical necessity 
of resorting to deposits. Now it can read- 
ily be seen that if, by a simplification of 
these laws or by the application of retali- 
atorv laws, deposits had to be made in 
manv states, it would create a distribution 
of parcels, of securities all over the coun- 
trv making the collection of interest. the 
presentation of matured obligations, the 
making of exchanges and transfers a diffi- 
cult and complicated matter. In addition, 
these deposits are not to secure obligations 
of the company generally: they are devoted 
to covering a specific class of obligation in 
a specific state. Instead of being a single 
fund. the assets become a series of special 


funds. The company is no stronger bv 
reason of this segregation, but weaker 
and less effective: and its general and un- 


secured obligations less certainly good. 
As vet of course the mischief has not gone 
to that point. But it could not go much 
further without serious consideration as to 
whether these snecial denosits are entitled 
to be counted as part of the assets of the 
comninv. Assets generally available for 
the nayment of the company’s obligations 
thev certainly are not. 


(c) The application of the retaliatory 
laws deserves a word of comment. The 
lex talionis is one of the most rudimentary 
and primitive concepts of justice. That it 
holds its place in the legislation of today 
is but the recognition of the fact that 
only by such rough means can one state be 
deterred from exploiting the children, cor- 
porate or otherwise, of another state. 
Retaliatorv laws have place in nearly 
every insurance code. They vary in terms. 
Some are aimed more or less explicitly at 
taxes, fees and charges of like character. 
Others mav be broad enough to cover the 
demanding of a bond or deposit by way 
of retaliation. Two retaliatory laws, those 
of Alabama and Kentucky have been held 
unconstitutional as a delegation of the 
levislative powers of the state: but the 
most of them are in effect, and applied 
on occasion. A measure calculated to 
provoke retaliation is generally to be de- 
nlored, and avoided if possible. It may be 
mentioned, however, that the retaliatory 
principle is of consequence mainly for its 
nuisance value. It does not carry over 
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from another state the provisions necessary 
to constitute bond or deposit a real pro- 
tection to anybody. It cannot fix the 
terms of the bond. It cannot empower an 
official to bring suit upon it or determine 
the measure of recovery or the method of 
dealing with the funds recovered. It can- 
not, in case of a deposit, empower an offi- 
cial to hold or disburse it or impress a 
trust upon it for the benefit of injured 
employees. For all of these original legis- 
lation is necessary. 

(d) It is hardly necessary to argue that 
generally speaking insurance companies are 
solvent and likely to remain so. It would 
be no compliment to the companies and 
their management or to the departments 
which have so long and so ably supervised 
them, if this were not so. The regulatory 
machinery, the laws regulating capital, 
assets, liabilities, investments, the pro- 
visions for annual statements, audits, 
examinations, the licensing provisions and 
the like are so far effective that insurance 
companies have demonstrated considerable 
stability. Even during the past crisis, 
Federal advances to insurance companies 
were not large. And even during the past 


crisis, insurance failures affected an 
astonishingly small proportion of the 
business. Failures to be sure occur: but 


insurance failures do not come suddenly 
or without ample warning that the com- 
pany is in shaky condition. The condition 
of its reserves and the genuineness of its 
surplus are watched and tested, not onlv 
by supervisory officials but by all their 
competitors, who take full advantage of 
the publicity required by law and are well 
able to read between the lines of an an- 
nual statement. The mischief of a flat and 
universal requirement is that it imposes 
a burden upon at least three quarters of 
the business which is not justified by anv 
lecitimate question as to their condition, 
present or future, for the sake of furnish- 
ine a protection actually needed in the case 
of less than one fourth of the business. 

That is of course one way of doing it. 
A more just and equitable method would 
be to judge each company on its merits and 
require bond or deposit only when it is 
needed. That supervisory officials dis- 
like to make such decisions is often true. 
That even strong and responsible depart- 
ments have on occasion hesitated to step 
down. or to use the language of the New 
Deal crack down on a company that clearly 
ovuevht to have heen stopned, is a matter on 
which cases could readily be cited. But 
it is not the function of legislation to deny 
justice on the idea that only by shooting 
evervhody at sunrise can the officials of 
iustice be brought to convict and execute 
the actual offenders. 

(e) The argument has been made from 
the standpoint of workmen’s compensation. 
The application of the principle to com- 
pulsorv automobile insurance is less justi- 
fied than in case of workmen’s compensa- 
tion. There, the double responsibility, that 
of the car owner and that of the insur- 
ance carrier always exist and furnish to 
the iniured person a double protection. 
There too, the state owes to the injured 
person no greater dutv than it owes to 
anv iniured nerson who suffers from a 
condition which the state allows to exist. 
And there, it may be said, the delay 
hetween injurv and adjustment is due not 
to anv principle of law requiring payments 
to he made in installments but to the in- 
ability of the state to provide a speedy 
trial of the issue. The mere fact that the 


state sees fit to compel the placing of in- 
surance is not in itself a sufficient war- 
rant to raise claims under that insurance 
to a place superior to all other insurance 
What is done in behalf of one 


claims. 


class of claims is done at the expense of 
all other claims: and unless there is some- 
thing in character of the claim itself, jus- 
tifying a peculiar right to protection by 
the state, it is submitted that all should be 
treated alike, and all loss claimants be de 
facto treated with regard to the principle 
of equal protection of the laws. 


Highway Accidents 
(Continued from Page 18) 


The number of accidents from these 
causes and exceeding the speed limit 
comprised approximately three-quar- 
ters of all the mishaps which in 1933 
may be assigned to driving errors. 

A car going 40 miles an hour needs 
four times the distance in which to 
stop as when traveling 20 miles an 
hour. Braking distances vary as the 
square of the speed. 

If a car should be driven contin- 
uously at 60 miles an hour, tires would 
last just half the mileage as at 35 
miles. 

THE THUMB-JERKERS 
You say you haven't got the heart 

To turn hitch-hikers down? 

And that you always heed their call 

To drive them into town? 


Well, now my friend, you may be right 
And maybe dead wrong, too. 

Just view things in a different light— 
Consider what they do. 


They borrow smokes, they beg your 
dough, 
They’ve got more gall than pluck, 
They touch you with their tales of 
woe— 
Or touch you for your truck. 


The driver who refuses one, 
As on his route he goes, 

Should glance behind: he’ll sce a thumh 
Wig-wagging from a nose. 


The risk is hardly worth the price. 

Don’t be a safety shirker; 

Just heed this practical advice: 

THUMBS DOWN on the THUMB- 

JERKER! 
—The Safe Driver. 

During 1933 motor trucks constitut- 
ed about 13.5 per cent of all motor 
vehicles and were involved in about 
17 per cent of all fatal accidents. 
The annual mileage per truck, how- 
ever, is unquestionably much higher 
than for private cars. 

Detailed reports on all fatal pedes- 
trian accidents show that in 29 per 
cent of the cases the pedestrian was 
crossing at an_ intersection when 
struck by the car, in 36 per cent he 
was crossing not at an intersection, 
and in 24 per cent he was walking in 
the roadway. In the remaining cases 
the reports were miscellaneous. The 
outstanding change in 1933 was an 
advance in the number of “walking 
in roadway” cases. It seems likely 
that this may reflect to some extent 
the increasing hazards of _§hitch- 
hiking. 

e@®ee 


OR POSSIBLY BOTH 
“He proposed to me under the influence 
of the moonlight.” 
“Are you sure, dear, it wasn’t the influ- 
ence of the moonshine?”—Florida Times- 
Union. 














Editorial 


(Continued from Page 6) 


modern advance premium mutuals, and in- 
deed have nothmg whatever to do with 
insurance partnership reiations. ‘Lhe idea 
is that few people will stop to hunt up a 
case cited, and since legal phraseology is 
looked upon with a slight sense of awe by 
lue average person, the mere sound voi 
John Doe vs. Richard Koe is disturbing. 
However, some of our stock company 
prospects are evidently getting a little 
tired of this sort of musdirection, and it 
may be that in order to save our face it 
will soon be necessary to send out the 
“lay off of this” order to the Committee 
on Education, © ‘ich is a stock company 
propaganda organization, surreptitiously 
supported, specializing in the distribution 
of false and misleading statements concern- 
ing mutual insurance. 

You know, boys, that’s a cute phrase 
about “when ail goes well a mutual pol- 
icyholder may receive a dividend,” with 
its stinger indicating that such a dividend 
is very unusual. But we know, on the 
contrary, that scores, if not hundreds, of 
mutuals have never missed a dividend, and 
a great many of them are over a hundred 
years old. The mutual policyhoider does- 
n’t take any additional risk for which he 
is rewarded, but, because he exercises a 
superior common sense, he gets a divi- 
dend as a result of linking up with a 
better kind of insurance. 


Mutual insurance cost cannot be 
guaranteed. With stock insurance, all 
the risks of the business are assumed 
by the stockholders and not by the 
policyholders. With stock insurance 
the cost to the policyholder is fixed. 
As stock company contracts are non- 
assessable, policy contracts, issued by 
strong stock companies give the best 
available protection at costs known in 
advance. 


When you are on the inside, you know 
that neither can stock company costs, nor 
full payment of losses, be absoltuely guar- 
anteed, because there are many examples 
demonstrating how the stock companies 
have consistently raised their rates to 
make up past losses—and also where loss 
claimants have never been paid. And 
wasn’t that a neat little assessment that 
the stock boys laid on the insuring public 
of the United States in the surcharge that 
was tacked on to all policies after the San 
Francisco fire? Mutual insurance policies 
in advance premium companies, which are 
the only kind that the business man or 
householder comes in contact with, state 
definitely the maximum cost, and there is 
no mystery about it anywhere along the 
line. Even if a mutual should levy an 
assessment once in a blue moon (and it 
doesn’t happen even that often—much less 
often in fact than stock increases in rates), 
the cost of the policy over a period of a 
few years would only be about that 
which is charged by the stock company in 
the first place, and so the assessment buga- 
boo evaporates. It’s amazing how some 
of our boys keep up this fiction about 
assessments being likely to bankrupt the 
mutually insured, but really they are not 
to be greatly blamed, because this is about 
the only stock in trade the stock boys 
have, and at that we are continually losing 
out on the desirable business. We have 
heard it said, and rather think it is so, 
that the chance of a mutual assessment 
nowadays in the average legal reserve 
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mutual is about the same as the possibility 
that George the Third will arise in his 
shroud and again demand a tax on our 
tea. 


The selling of insurance on price 
alone is weak salesmanship and is 
more frequently effective when the 
buyer is not fully conversant with the 
principles of the type of insurance he 
is asked to purchase and the direct 
liabilities assumed by a mutual policy- 
holder, 


This is an old gag, but still good in 
some quarters, especially among those who 
are not good judges of value and who are 
prone to buy something not as good be- 
cause a higher price tag is attached. 

But frankly, fellows, it’s beginning to 
get under our skin when we see how the 
successful mutual salesman goes after 
business by setting up his own company 
alongside ot the best stock companies and 
comparing them, point by point, as to 
quality ot service and sound structure, and 
in ratio of assets to liabilities. You would 
think that the mutuals would always put 
their price advantage ltirst, for, when they 
can offer the kind of service that they do, 
who can really blame the public for want- 
ing to save a large slice of its insurance 
dollar that way? We must admit they more 
than hold their own on comparisons, other 
than on price, and thus they steal a good 
deal of thunder from our pet arguments. 
As a matter of fact, more money at the 
outset is sometimes asked by a mutual 
(as in the case of the Factory Mutuals, 
where a large deposit premium many times 
in excess of the stock company rate is 
required initially). And what tough com- 
petition they have been, and continue to 
be! Any buyer of insurance is better off 
if he rids himself of every prejudice and 
learns all he can about the standing of the 
particular company he is contracting with 
and the method used in getting and hold- 
ing business. Unequal rates quoted by 
many stock companies on risks of exactly 
similar character are made by various de- 
vices to favor the wise policyholder over 
the one who does not know. Indeed, our 
own F.I.A. group of stock companies has 
a line of “cheap” insurance, and they 
openly say in their circulars that the 
standard rates will be reduced when there 
is a showing of active mutual competition. 


And, ladies and gentlemen, the in- 
surance contract is a document which 
should be carefully and correctly 
drawn in every detail by disinterested 
experts familiar with the funda- 
mentals of the complicated business, 
as well as with the needs of each in- 
dividual case, in order that the in- 
terest of all parties to the contract 
may be properly and fully protected. 
The public should take no unneces- 
sary chances in a matter of such im- 
portance. 

It is the business of a competent 
agent to advise with his clients as to 
their insurance needs. Such an agent 
acts in an insurance capacity toward 
them, as a lawyer would in connec- 
tion with legal matters. When a prop- 
erty owner transacts his business 
directly with the company, he loses 
this valuable contact. He is dealing 
directly with a corporation which is 
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the “party of the first part” in the 
contract which he is purchasing. 


Now, Brothers of the Fraternity, there 
is a beautiful and high sounding line that 
usually goes over big with the public, and 
likewise makes a tremendous hit with you 
boys who are out beating the bushes for 
business. Doesn't it make you glow with 
pride at your great accomplishments? 

Whereas we all know that the agent 
may make suggestions, the vital part of 
any insurance carrier’s contract is deter- 
mined in the home office. Agents do not 
supersede the underwriting department, 
and the service he gives is more in the 
way of information to the company than 
it is of help to the policyholder. Neither 
does the average agent have anything like 
the standing of a lawyer with his client. 
In the case of a claim, for instance, he may 
act as a friend in need, and notify the in- 
surance company involved that a claim has 
arisen. But either stock or mutual, it is 
the adjuster, and, finally, the company, 
with which the insured deals. The agent’s 
service in this regard stops with the ar- 
rival of the company’s representative. Also, 
comparatively few agents know how to 
settle a loss properly, or to do more in that 
respect than to hand the policyholder a 
blank or two. After delivering the policy 
and saying “thank you” for the anticipated 
commission, the agent is not in position to 
do very much. In fact, none but the larger 
insurance agencies have on their staff 
specialists who are familiar with more 
than the simplest insurance transaction. 

Of course, this must be a side-splitter 
to those who know how promiscuously 
some of the companies pick their agents, 
and how many wrecks from other walks 
of life are out “experting” in the insur- 
ance arena. A wise ipsurance commis- 
sioner once remarked that 15% of the 
stock agents brought in 85% of the busi- 
ness. We know that some of you appear 
to be interested in raising standards by 
your advocacy of qualification laws and 
the like, and that you condemn the free- 
dom of the unfit; but we don’t let the pub- 
lic know about it, because we want to sell 
stock insurance, and this particular line of 
chatter is a great “build-up” for the fel- 
lows carrying the stock sales kit. We'll 
admit it is even difficult for us to see 
wherein an agent or employee, compensated 
other. than by commission, cannot be as 
expert and conscientious as one “on com- 
mission,” but an argument is an argument, 
and we’ve got to make the best of what 
we have, 

It’s sort of funny, too, to pull the gag 
about the policyholder who deals direct 
with the company losing something valu- 
able. It sounds as though the company 
can’t be trusted to be honest with its own 
policyholders, and the only way the insur- 
ing public can be sure of a square deal is 
bv placing his insurance through a friend 
who is an agent. This might be so, at that, 
in the case of a company which kept more 
of an eye on stockholders’ dividends than 
on doing justice to policyholders. 


The agent’s service is also available 
to mortgagees, no matter whether they 
are banks, individuals, or others. 


This brings into view one of the greatest 
of American rackets. This was briefly 
touched on in one of our other “inter- 
ludes,” but may well be amplified further 
here. The mortgagee’s interest in the first 
place is protected by his own good sense, 
and in the second place by safeguards 
which are thrown around him by long 
legal precedent. The agent has his part, 
of course, in making the contract and see- 
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ing that things work together smoothly 
until the policy is delivered, but too often 
he is interested only by the fact that he 
is a relative, or protege, of a concern loan- 
ing the money, and gets his rake-off not 
because of the merits either of his own 
services or the company’s standing, but 
because he is placed in a position where 
he can force the issue. 

Naturally, this tie-up that many money- 
loaning institutions have enables them to 
dictate the placement of insurance on 
mortgaged property, often to the disad- 
vantage of the unfortunate who has to 
stand for increased expense in connection 
with his insurance because he is under the 
economic necessity of having to borrow 
money with his property as security. This 
is at times rather disturbing to some of you 
boys out in front, for naturally a mortga- 
gee or trustee can't represent all the stock 
companies. As a result there are occa- 
sions, and many of them, when you lose 
business. Naturally, you don’t like it. 
There seems to be no way to prevent it, 
but if we can hold most of this business 
in the stock companies, you should be 
willing to make some sacrifices for the 
bigger “cause.’ 

Well, boys, mutual competition sure is 
tough. We wish we could conjure up 
some new arguments to help us out. We 
had a notion that the depression would 
work to our advantage and that as a re- 
sult most of these mutual fellows would 
fall by the wayside. But in spite of all of 
the “stock” predictions on the subject, they 
have ridden out the storm with greater 
success than we have, and those pesky 
dividends to policyholders have been paid 
with sickening regularity. And those 
assessments we had been talking about 
just aren’t being levied. You’ve got to give 
the cusses credit—they surely can take it. 

By the way, boys, guess we’ve got to soft 
pedal all that hokum about mutual fail- 
ures. That used to go pretty good, but 
the records don’t support our claims, and 
the public is getting wise to the fact that 
the stock company record is only about 
half as good as that of the mutuals in 
this respect. 

But we can’t quit entirely—most of the 
other old arguments sound good, especially 
if we polish them up a bit. They are not 
as effective as of old, but they'll have to 
do until something better shows up. As 
said before, mutual competition sure is 
tough. I sympathize with you. Anyway, 
thanks for your interest and attention. 

So long, experts! 


ee ee 
Bar Association 
(Continued from Page 10) 


Chicago, vice-president and assistant 


counsel, Lumbermens Mutual Cas- 
ualty. 
ee ® 
HE Association wrote its en- 


dorsement of the able admin- 
istration of the first year of the 
Insurance Law Section by electing 
Arthur T. Vanderbilt, retiring chair- 
man of the latter, to membership on 
the executive committee. 

The new chairman is Frank C. 
Haymond of West Virginia; Vice 
Chairman W. Eugene Stanley of 
Wichita, Kansas; Secretary, Jesse S. 
Miller, Des Moines, Iowa; elected to 
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the Council were John W. Cronin of 
Boston, Massachusetts and Lionel P. 
Kristeller of Newark, N. J. Elected 
to fill the unexpired council term of 
Mr. Stanley was Harry S. Knight 
of Sunbury, Pa., former President of 
the Pennsylvania State Bar Associa- 
tion and one of the organizers of the 
Insurance Law Section. 


Auto Policy 
(Continued from Page 24) 


him decide if he is being defrauded 
in the purchase of his automobile 
coverage. While the new contract 
does not purport to be perfect, it does 
represent a great deal of effort to give 
all parties an honest and intelligible 
policy. In the long run, whatever is 
fair and just is generally found to be 
expedient as well, and that is the 
spirit which guided those who have 
made this important contribution to 
the insurance business of the nation. 
— CITATIONS — 

These citations refer in order of sequence to the 
five cases in the main body of the accompanying 
address. 

* = Permanent annotation symbol to all cases 
in point from every jurisdiction in key-number 
digests and indexes. 

For an _ excellent annotation containing a 
thorough review of the authorities concerning the 
exclusion clause in automobile insurance policies 
relating to age of driver see 72 A. L. R. 1070. 
1, Lakewood Case—U. S. Fidelity and Guaranty 

Co. v. Guenther. (Ohio) U. S. Sup. Ct. 
(1930) 50 S. Ct. 165; 74 L. Ed. 683—281 
U. S. 34 reversing C.C.A.—31 Fed. (2d) 
919 * = Insurance 437. 

2. Bradley v. Merchants Mutual Casualty Co. 
Me.—U. District Ct. (1934) 6 Fed. 
Supp. 926 * = Insurance 437. ; 

3. Midwest Dairy Products Corporation v. Ohio 

Casualty Ins. Co. of Hamilton, Ohio. Ill. 
Sup. Ct. (1934) 190 N. E. 702; 356 Il. 
389 reversing 272 Ill. App. 1 * = Insur- 
ance 437. 

4. Brustein v. New Amsterdam Casualty Co. 
Me. ws, ae OP a (1931) 174 N. E, 

304; 255 N. Y. 137 * = Insurance 435. 
Kaifer v. Georgia _ ees Cc Cha. 

(Cal.-Fed.) (1933) 67 Fed. (2d) 309, * = 

Insurance 146 (1,3) 435. 
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Social Insurance 
(Continued from Page 20) 


close enough to the individual em- 
ployer to place the responsibility on 
him. From the standpoint of 
whether the industry is a consumer’s 
goods industry or producer’s goods 
industry, it would be still open to the 
same objection as the single employer 
plan. 
ee e 


HE point of controversy is the 

distribution of the burden, Sev- 
eral of the commissions have recom- 
mended substantially equal contribu- 
tions by the employer and the em- 
ployee. Others have insisted that 
part be paid by the employer, a 
smaller part by the worker and a part 
by the state, on the theory that the 
state can reach those best able to pay. 
The present oppressive tax load and 


-of the Flaming Furs” 





the responsibility which the state has 
already assumed for the care of the 
unemployables is an argument against 
state participation. 

There are certain objections to all 
of the plans proposed. The spread in 
periods of depression from the single 
industry standpoint is not great 
enough. The objection to the state- 
wide pool is that it is too far removed 
from the employer and places no 
responsibility on him to endeavor to 
keep his plant open in periods of de- 
pression. The objection to the Wis- 
consin plan is that it might place too 
great a burden on the employer dur- 
ing such periods. 

The ultimate and proper solution 
of the problem will be based on ex- 
perience. Insurance companies them- 
selves can make most valuable con- 
tributions. We must not wait and we 
dare not fail by leaving the question 
to be fought out, as Mill says, “be- 
tween ignorant change on one hand 
and ignorant opposition to change on 
the other.” 

ee ®@ 


Arson Story 


THE LEADING CRIMINOLOGISTS OF 
THE NATION AND EXPERT INVESTI- 
gators for the great insurance com- 
panies agree that of all crimes the 
most difficult to detect and to prove 
is arson. 

A spectacular example in support 
of the statement was furnished sev- 
eral years ago by the destruction of a 
building occupied by a fur company 
at 213 West 27th Street, New. York 
City. It began with an explosion that 
rocked a solid city block. It ended 
in a court room with the sentencing 
to long prison terms of members of 
one of the smartest arson rings the 
country has ever known. But in 
between lay a long, weary, winding 
trail that a group of investigators 
followed patiently and relentlessly, 
pitting their wisdom and their wits 
against the sly cunning of the under- 
world. Step by step Fletcher Pratt, 
special staff writer for the American 
Detective Magazine, has followed 
that trail and in his article “The Case 
in the August 
issue of that publication he recites for 
the first time the inside story of this 
famous arson case. 


GETTING HIS MONEY’S WORTH | 

A Scotchman, intending to put in a long- 
distance telephone call, tried to make ar- 
rangements for Floyd Gibbons to do the 
talking for him.—Judge. 


ASK THE TRAFFIC COP 
Motoring-Mike says: “Not all the 


wooden-headed drivers are found on golf 
courses.”—Albany Knickerbocker Press. 











Insurance in the Wash 


The | cent per bundle, collected by many laundries from customers, 
is the object of scrutiny by state officials 


Copyright 1934 by McGraw-Hill Publishing Co., Inc. Reprinted by special permission from “Business Week.” 


EXT time your laundry comes 
back, take a good look at the 
bill. Chances are you will 

find printed at the top of the col- 
umn in unostentatious type the sig- 
nificant legend, “Insurance — .Olc.” 
The item is included in the total due. 

This penny is overlooked by most 
laundry patrons, who fail to check 
the column of charges. Suspicious 
housewives who discover the item 
and protest usually are satisfied by 
the explanation that this is the small- 
est charge that can be made for nec- 
essary protection. However, state in- 
surance departments are not so com- 
plaisant. Several after examining the 
device have expressed a distaste for 
it. They charge that it puts laundries 
into the insurance business. 


OME time back an investigator 
S for the Pennsylvania Insurance 
Department referred to the addition 
as “illegal and a racket.” Laundry 
drivers and clerks, lacking licenses, 
“have no legal authority to issue in- 
surance.” Illinois attacked the prac- 
tice. Kansas frowned on the idea 
until it was explained that the laun- 
dries were only collectors. 

In New York a dear sweet old lady 
demanded $75 from a laundry be- 
cause a length of lace came home in 
a discouraged condition, The laun- 
dry protested that the lace wasn’t 
worth anything like that, claiming 
that the mischance was an obvious 
case of a worn fabric that had gone 
once too often to the wash. 

“You are low-life thieves and rob- 
bers,” retorted the dear sweet old 


lady, “Look here on my bill—it says 
‘Insurance, 1 cent.’ You have been 
charging me insurance all the time 
and now you won’t pay me. I hate 
you to pieces and I am going to get 
you good.” 

ee @ 


XK VEXT thing, the laundry heard 
1 from the state Insurance De- 
partment which had been informed 
that the laundry was doing an insur- 
ance business. The state finally ac- 
cepted the explanation that the laun- 
dry only collected the cent for pre- 
miums which it duly paid to legal 
insurance concerns. But a ruling was 
made that the kind of coverage had 
to be specified. The laundry’s bills 
now declare that the cent is collected 
for fire, burglary, theft, hold-up, 
transportation insurance. 

The penny collections started inno- 
cently enough. When companies be- 
gan writing bundle insurance some 
25 years ago, risk factors and there- 
fore necessary premium rates were 
unknown quantities. A simple method 
was to let the laundries collect lc a 
bundle, which was applied on their 
policies. (A pound rate was charged 
for hotels, restaurants, etc.) Risks 
were limited and other weaknesses 
soon developed. First, the bundle 
worth $1 carried just as much of 
the insurance burden as the bundle 
worth $20. Then, the payment didn’t 
recognize good management. 

Protests brought a change. The 
bundle was generally abandoned as a 
basis for insurance, the new rates be- 
ing founded on a percentage of gross 
receipts. In New York, rates ran 























ECAUSE of the necessity of covering various meetings of large importance 

to the insurance world, the ‘Bunk of the Month" department of the Journal 
has been crowded out of this number. We have already in type, however, a 
discussion of a manuscript received some time ago from Mr. Follett L. Greeno 
of Rochester, New York, which was in reply to our invitation opening our 
pages to him for publishing his defense of an open letter attacking mutuals 
that was previously circulated by one James E. Hassinger of New Orleans. 
It is our plan to print Mr. Greeno's article in full, with such comments as seem 
necessary to clarify the situation. This may be expected in our October issue, 
and will provide some very brisk information for our readers. 
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from 30c to 60c on each $100 of gross 
business. The reform worked fairly 
well until the depression came along 
with its attendant temptations. There 
was a rise in claims from suspicious 
fires, forcing a troublesome checkup 
of laundry books and other forms of 
sleuthing. As a result a shift was 
made by many companies to a flat 
premium basis for laundries, with 
each case its own  determinator. 
Gross receipts became only one con- 
sideration in the premium rate, along 
with fire hazards. 

However, laundries had acquired 
an appetite for that cent-a-bundle as- 
sessment and many have continued 
its use. A powerful argument for 
retention of this payment by the con- 
sumer as against inclusion of insur- 
ance in overhead costs was the fact 
that usually the penny more than 
meets insurance premiums. Some 
rates are low enough to allow reten- 
tion of half of each cent. Reputable 
laundries use the surplus to meet 
minor claims for replacement, myster- 
ious disappearances, the cost of the- 
customer -is-always-right policies. 
These, with administrative expenses, 
just about clean up the rest of the 
penny. But the not-so-scrupulous re- 
tain the balance, paying only claims 
approved by insurance adjustors. It 
is even alleged that some buy no in- 
surance whatever, pocketing the en- 
tire penny and taking a chance. 


Early Christening 

CALLER—“And what are the twins to 
be named, Johnny?” 

Jounny—‘“‘Helen and Maria.” 

CALLER—“Why, no, Johnny; it can’t be 
that.” 

JoHNNY—“Well, anyhow, that’s what 
pop said when the nurse brought ’em in.” 
—Boston Transcript. 


You Can’t Beat ’em 

SHE (with newspaper)—‘It says here 
that the Eskimos use _ fish-hooks for 
money.” 

He—“Gee! tt must be tough on their 
wives getting fish-hooks out of hubby’s 
pocket while he’s sleeping.” 

SHe—“Oh, well, the nights are six 
months long up there, dear.” — Boston 
Transcript. 


Birth of Crime 
The Government cducators now say 
that the small savings-bank trains chil- 
dren to be misers. Our observation is that 
it teaches their parents to be bank-robbers. 
—Judge. 


OFF THE RESERVATION 
Go.trer—“Terrible links, caddy, terrible!” 
Cappy—‘“Sorry, sir, these ain’t links— 

you got off them an hour ago.”—Boston 
Transcript. 





The Long and the Short of It 
SHue—‘“I notice that you smoke 
cigarettes shorter.” 
He—“Yeh. That’s because I smoke ’em 
longer.” —Boston Transcript. 
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SERVICE BEFORE AND 
AFTER THE LOSS 


CENTRAL MANUFACTURERS’ MUTUAL INSURANCE CO. 
OF VAN WERT 


INDIANA LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF INDIANAPOLIS 


LUMBER MUTUAL FIRE INSURANCE COMPANY 
OF BOSTON 


LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF MANSFIELD 


NORTHWESTERN MUTUAL FIRE ASSOCIATION 
OF SEATTLE 


PENNSYLVANIA LUMBERMEN’S MUTUAL FIRE INSURANCE CO. 


OF PHILADELPHIA 
Offices From the Atlantic to the Pacific 


—” Gale & Stone, Boston Justin Peters, Philadelphia “ 
Interstate Mutual Insurance Agency Co., Mansfield, Pittsburgh. 
Lumbermens & Manufacturers Mutuals Inc. 
James S. Kemper, Mgr. 
Chicago, Milwaukee, Minneapolis, Omaha. 
Lumber Mutual Agency, 
Indianapolis, Memphis, Dallas, Kansas City. 
The Martin General Agency, Seattle, Denver, San Francisco, 
~ Los Angeles, Vancouver, Portland, Spokane. - 


























AN OUTSTANDING 
SAVINGS. RECORD | 


In June, 1934, the dividend savings returned de rie 
policyholders by the Federal Mutuals since or- mt 
ganization, reached the enormous total of 50 
million dollars. This remarkable savings record — 
was made possible by careful selection of risks— 

by careful investment of funds—by economical 
management—and by keeping faith with policy- 
holders. Such a record is conclusive proof that) 
the Federal Companies have furnished policy-_ 
holders with sound insurance protection at a_ 
very substantial saving in cost. 


HARDWARE DEALERS MUTUAL FIRE INSURANCE COMPANY, STEVENS POINT, WIS. 
MINNESOTA IMPLEMENT MUTUAL FIRE INSURANCE COMPANY, OWATONNA, MINN 
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YEARS 


#PROGRESS 


A Consistent Record of 
Successful Accomplishment 


The record of the "“L-M-C" in achieving an in- 
crease in assets, legal reserves and surplus in every 
year of the twenty-two years of its existence, includ- 
ing the last four "depression years," is evidence of 
its sound, conservative and economical management. 
Premium income has increased each year, indicating 


the ever-increasing acceptance of "L-M-C" pro- 
tection, service and saving. 

This company, which is represented by leading 
agents throughout the country, writes Automobile, 
Compensation and General Casualty insurance under 
dividend-paying policies. 

















| | Total Losses and ] 

Year Premiums Assets Legal Reserves *Net Surplus | Dividends Paid 
| to Policyholders 

1912 $ 29,562.55 | $ 28,939.85 $ 15,281.27 $ 8,368.77 | $ 
1913 71,098.24 54,966.15 41,692.18 10,541.88 14,256.16 
1914 141,954.90 96,276.18 72,683.36 18,693.04 89,712.24 
1915 168,357.98 130,463.69 85,247.62 22,798.94 | 192,475.76 
1916 226,161.64 158,106.10 90,192.09 25,243.40 338,951.82 
1917 318,290.99 239,388.20 131,504.69 54,162.71 491,828.84 
1918 446,386.51 396,692.50 226,603.85 129,007.57 656,792.52 
1919 778,157.23 679,772.17 443,887.88 204,491.17 | 948,204.20 
1920 1 526,628.23 | ,165,683.23 794,255.53 306,820.44 | ,523,565.65 
1921 1,732, 103.33 | 566,895.03 1,131,484.88 363,963.63 2,397,268.78 
1922 2,262,164.71 2,259,786.59 1,625,055.94 382,378.27 3,510,310.74 
1923 2,870,762.21 2,786,121.79 2,009 848.78 458,866.71 4,962,482.46 
1924 3,670,962.67 3,784,081 .58 2,752,902.64 589,141.39 6,648,700.05 
1925 4,570,050.95 4,615,054.63 3,408,235.10 677,248.53 8,913,790.73 
1926 5,250,976.25 5,526,431.34 3,996,612.26 811,196.36 11,701 ,069.10 
1927 6,718,131.36 6,928,216.97 4,593,569.80 | ,208,673.62 15,125,383.90 
1928 9,168,597.22 10,204,937.75 7,298,425.88 |,527,600.14 19,415,613.28 
1929 12,162,720.59 11,638,980.54 8,093,327.13 | 827,884.22 25,638,566.42 
1930 13,650,070.76 15,00 1,456.66 9,502,462.99 2,101,032.43 33,484,118.14 
1931 14,307,236.00 15,521,354.57 10,513,284.00 2,220,062.08 42,125,741.62 
1932 15,098,377.73 16,031,781.14 11,532,177.00 2,336,954.24 51,249,157.32 
1933 16,004,197.85 17,222,827.28 12,718,420.00 2,385,666.10 60,539,647.43 
Figures compiled from official reports to the Department of Insurance, State of Illinois. 
*Based on December 3lst values of all securities owned each year. 























LUMBERMENS MUTUAL 
CASUALTY COMPANY 


JAMES S. KEMPER, President 


Home Office: Mutual Insurance Building, Chicago, U. S. A. 


“"WORLD'S GREATEST 


AUTOMOBILE MUTUAL'' 

















